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*“,..and I looked him straight in the eye and said, ‘NO! “ 


MARY: Boss or no boss, I just won't do it! Imagine him expecting a girl to use one 
piece of carbon paper 60 times! 
PEGGY: Hold on, Mary! If you weren’t new here, you’d know he’s not expecting too 


much. You see, we use nothing but Roytype Park Avenue Carbon Paper, and 
one shect can be used not just 20 times, but up to 60 times, cleanly and clearly. 
Look, here’s procf... 
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Glory be! Tow is it possible? 

PEGGY: Well, Roytype Park Avenue is made by the Royal Typewriter Company. They 
have special machines that soak the ink right down into the paper fiber—deep- 
inking, they call it. Plus that, Park Avenue’s extension edge lets you reverse 

ach sheet, top to bottom, so that all areas of the paper can be used. 

MARY: Isn’t it hard to get, these days? 

PEGGY: Not at all! It’s as easy as picking up your phone and calling your local Royal 
Typewriter Representative or Roytype dealer... Hey, where are you going? 

MARY: I’m going in and see that smart boss of mine. And, lady, I’m going to eat crow! 





Carbon Papers and Ribbons 

SK your Roytype Representative now 
A about the many different carbon 
papers in the complete Roytype* line— 
one of which will exactly fit your needs. 

Ask him, too, about Roytype ribbons. 
They’re made from a formula which 
enables the ink actually to flow through 
the fabric into the used parts—thus con- 
stantly renewing life. 


Buy on the Coupon Plan 
By purchasing your carbon paper and rib- 
bons on the Coupon Plan, you obtain the 
following advantages: 


1. You save money due to the discount al- 
lowed. 


2. You can redeem the coupons as you need 
fresh supplies of carbon paper and ribbons. 


3. You do not have to keep excess stock on 
hand. 


a ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 
TYPEWRITER COMPANY 


*Trade-mark Megistered U. S. Pat, Off. 














Copr. 1944, Royal Typewriter Company, Inc. 
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| DATES AHEAD | 
Meeting Dates of Controls 


All dates are listed as scheduled at time | 
of publication of this issue. Subsequent | 
changes may be made. 


October 


| October 3—Twin Cities 

October 9—Kansas City 

| October 10—Bridgeport, Buffalo, 
Cincinnati, Cleveland, Milwau- 
kee, New Orleans | 

October 11—Baltimore, Birming- 
ham, Chattanooga 

October 12—Dayton, Hartford, | 
Philadelphia, Toledo 

October 16—Pittsburgh 

October 17—Springfield, Syracuse 

October 19—Dallas, Los Angeles, | 
New York City, Quad-Cities, San | 
Francisco 

October 20—Portland 

October 24—Atlanta, Boston, Chi- 
cago, District of Columbia, Hous- 
ton, St. Louis 

October 25—Indianapolis, Louis- 
ville, Rochester, Western Mich. 

| October 26—Seattle 

| October 31—Detroit 


November 
November 1—Bridgeport 
November 2—Philadelphia 


November 7—Chattanooga, Twin 
Cities 

November 8—Baltimore 

November 9—Dayton, Hartford, 


New York City, Quad-Cities, 
Toledo 

November 13—Kansas City 

November 14—Buffalo, Cincinnati, 
Cleveland, Milwaukee 

| November 16—Dallas, Los An- 
geles, San Francisco 

November 17—Portland 

November 20—Pittsburgh 

| November 21—Boston, New Or- 
leans, Springfield, Syracuse 

November 22—Indianapolis, West- | 

ern Michigan 

November 28—Atlanta, Chicago, 
Detroit, District of Columbia, 
Houston, St. Louis 

November 29—Louisville, Roch- 
ester 

November 30—Seattle 


_ Nore: Birmingham meeting date in November | 
is to be announced. | 
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L.ditortal Comment 


Predetermination of War Contract Claims 


i om the way been cleared for prompt settlement of 
war contract claims by the plan which has been put 
forward in the last month, by which contracting officers 
may make decisions in advance covering many of the 
factors involved in a claim, including the percentage of 
partial payment to be paid to the contractor? It would 
appear that a reply in the affirmative to that question 
would not be too optimistic. 

Controllers are deeply interested in the proposal, 
and are studying it carefully. The contracting officers 
of the services, especially the Army, look with favor on 
it; and other governmental agencies which are con- 
cerned with contract settlement, and with disposal of 
surplus inventories, are reported to be enthusiastic 
about it. 

Business managements naturally will be pleased at 
the development of any plan which will expedite settle- 
ment of cancelled contracts and the problem of moving 
war contract materials and goods out of plants in short 
order, so that attention may be turned promptly to pro- 
duction of an entirely different line of goods. 

Brigadier General Albert J. Browning, Assistant Di- 
rector of Material, Army Service Forces, War Depart- 
ment, believes that most of the work involved in the 
settlement of a terminaton, except counting and mov- 
ing the inventory, can be done before the contracts are 
cancelled just as well as afterwards. The General ad- 
mitted in an address in Chicago, before the Illinois 
Manufacturers Association on September 15, that this 
sounds too good to be true, but he stated that a three 
months’ study, and experimentation with 70 cases, dis- 
closed that in most of them all or part of the termina- 
tion job can be done before the actual cancellation. 

It does sound too good to be true, but war contrac- 
tors are seizing on the idea, eager to try anything that 
will expedite reconversion. 

The plan was described in an address before the 
Thirteenth Annual Meeting of The Controllers Insti- 
tute of America in Chicago, on October 2, by Courtney 
Johnson, Assistant to the Chairman of the Board of 
the Studebaker Corporation, of South Bend, Indiana, 
which was one of the companies which tried out the 
predetermination plan, in conjunction with the Chicago 
Ordnance District. Mr. Johnson’s address, with its de- 
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tails concerning the plan, will be published promptly 
and put in the hands of members of The Institute. 

The plan is based on the fact that a large number of 
decisions must be made by the contracting officer, when 
a contract is cancelled, on such matters as disposal of 
each item of termination inventory, and expenses and 
profits included in each claim. Hundreds of such deci- 
sions will be presented by each individual prime con- 
tract, to say nothing of the hundreds or thousands of 
decisions involved in subcontractors’ claims related to 
one prime contract. Mass terminations of contracts 
would immediately set up millions of decisions to be 
made. 

A war contractor, to avail himself of this plan, pre- 
sents an estimated claim in advance, so that the con- 
tracting officer may make a majority of his decisions in 
advance of cancellation. The estimated claim is made 
on authorized inventory schedule forms and summaty 
forms. The contracting officer, with this estimated 
claim before him, can predetermine the percentage of 
partial payment to be made to the contractor upon can- 
cellation of the contract. A predetermined agreement, 
it is believed, can be made on all factors in the prospec- 
tive claim except quantities. The company will try to 
carry in its inventories at all times the quantities shown 
in the estimated claim. For final settlement actual quan- 
tities will be determined. Prices are covered, and the 
contractor makes recommendations in his estimated 
claim as to proper disposition of each item in the in- 
ventory. 

This, in brief, is the predetermination plan. It has 
the enthusiastic approval of the Surplus War Property 
Administrator. The approval of the Director of Con- 
tract Settlement was being sought, and may have been 
given by the time these comments appear in print. For 
the present the services plan to concentrate on the con- 
tracts which will be partly or wholly cancelled on the 
defeat of Germany. 

This appears to be a constructive proposal. It is to 
be hoped that it will produce the results claimed for it. 
Credit is due to the services, to the governmental 
agencies, and to the forward-looking business execu- 
tives, who together devised the plan. The contractors 
and the contracting officers appear to be equally desit- 
ous of bringing about prompt settlements. Giving this 
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mutual incentive tree play should produce the desired 
results. On the contractors and their hard worked con- 
trollers and accounting staffs will fall the responsibility 
of gathering in advance the mass of figures and facts, in 
workable form, on which advance decisions may be 
rendered by the contracting officers. 


Control of Expenses 

T was necessary during the rush to produce war 
| goods as rapidly and in as large quantities as possible, 
to let down some of the expense controls which had 
been established by manufacturers and others, in nor- 
mal times. The time is near when those controls must 
be reestablished and tightened. Progressive manage- 
ments and controllers are planning for it, with their 
eyes on factory and selling expenses in particular. In- 
efficient employees will be replaced by workers of 
higher ability. Machines and methods will be im- 
proved, and resumption of the use of budgets will take 
place in measuring performance in factory and sales 
divisions, to curb waste and unnecessary expense. These 
are moves which controllers will recommend, and the 
results of which they will observe closely. 


Non-Cancellable Orders 


ANTED, a legally enforceable form of non-can- 

cellable order, with plenty of teeth in it. That it 
is desirable to prevent the mushroom type of ordering 
that is likely to occur with resumption of manufacture 
of civilian goods on a large scale may be taken for 
granted. This subject is covered in the second report of 
the Committee on Postwar Controllership Problems, of 
the Controllers Institute of America, entitled “Wartime 
Planning to Meet Postwar Problems, II.” 

Two methods of meeting the problems of pyramid- 
ing orders are suggested: (1) inclusion of substantial 
cancellation penalties in written form in connection 
with orders placed by retailers on wholesalers, and by 
wholesalers on manufacturers; (2) requirement of sub- 
stantial down-payments on the part of consumers buy- 
ing on the installment plan. 

This is the situation which the controllers’ report 
envisions: In order to obtain what they want and need, 
consumers will try to buy from whatever retailer prom- 
ises early delivery. They may place orders with several 
tetailers, and when one delivers, cancel the other or- 
ders. Retailers may place orders for double the quan- 
tity they actually need with more than one wholesaler 
or manufacturer, and when their actual requirements 
are delivered, will cancel the remaining unfilled orders. 
This would build up an apparent demand far in excess 
of the actual demand. Manufacturers would be tempted 
to expand their productive capacities and produce un- 
der high pressure, involving expensive overtime, only 
to see the backlog of unfilled orders melt away. It 
happened that way in the period following July, 1920, 
again in the period following November, 1929, and 
again in the period following October, 1937, each time 
with disastrous results. 

How to avoid piling up excess inventories is a serious 
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problem. Rigid control of production, based on firm 
distributor commitments, and elimination of unsound 
distributor quotas, are two steps that may help, the re- 
port points out. 

Some retailers, to show their good faith in placing 
orders with suppliers, are including a statement in plac- 
ing and confirming an order which reads: 

“Regardless of any change in market conditions, we 
look upon any properly confirmed order as a firm com- 
mitment, not subject to cancellation unless the vendor 
fails to live up to the terms and conditions appearing in 
the order.” A uniform order and confirmation blank is 
being used in many transactions. 

This subject is one of seven which are covered in this 
latest report by the Controllers’ Committee on Postwar 
Controllership Problems, copies of which are now in 
the hands of members of the Controllers Institute of 
America. The other subjects are: “The National Debt,” 
“Report of the National Resources Planning Board,” 
“Dismissal Wages,” “Postwar Reconversion Reserves,’ 
“Allocation of Materials,’ ‘Disabled Veterans.” The 
report is available from The Institute at 50 cents a copy. 
It is a noteworthy contribution to the solution of post- 
war problems. 


Jottings 
S ALES conferences are being called by manufactur- 
ers, some of them on a nation-wide scale, and the 
first since the United States entered the war. Significant. 
They follow quickly on heels of announcement by 
J. A. Krug, WPB Head, that practically unlimited pro- 
duction of civilian goods will be permitted following 
the defeat of Germany provided it does not interfere 
with military goods production by using needed man- 
power or materials. 

Comment heard on the National Resources Planning 
Board’s recommendations: “We are not in favor of 
bringing about social reforms in the guise of tax and 
fiscal measures and plans for economic development 
and other devices through which such reforms are in- 
directly promoted.” 

Comment on the “‘last in-first out’’ method of inven- 
torying: “It is used, generally speaking, to prevent in- 
flation of inventories, with the resulting accrual of 
profits which may never be realized through the sale of 
inventories at the prices used in the inventory valua- 
tions. While it is true that this method, used in connec- 
tion with Federal Income Tax procedure, is involved 
and we are confronted with difficulties in securing ap- 
proval of the method used by the representatives of the 
Internal Revenue Department, nevertheless it is a per- 
missible method which the taxpayer has the option to 
use where he has been forced involuntarily to dispose 
of stocks, which will have to be replaced at very much 
higher prices.” 


Fraternity Strengthened 
HE fraternity and close ties of controllers from all 
parts of the country were strengthened immeasur- 


ably at Chicago. A.R. T. 








Public Debt and Full Employment 


A federal debt of some 250 to 300 bil- 
lion dollars is clearly in prospect as one 
of the legacies of this war. The possibil- 
ities of debt reduction, the cost of the 
annual interest payments, problems of 
refunding, and the economic impact of 
such a debt are all arousing a deep inter- 
est. Sentiment in favor of debt reduction 
is expressed in many quarters. The chair- 
man of a Senate committee recently pro- 
posed a program of orderly annual 
amortization. Other suggestions follow 
different, and in some instances novel, dis 
rections. On the other hand some views 
are opposed to debt reduction in the post- 
war years, principally on the grounds that 
pursuit of such a purpose would defeat 
itself. 

Preoccupation with the public debt cen- 
ters largely in the size of the annual in- 
terest payments. These are likely to ap- 
proximate six billion dollars a year 
half again as large as Federal expendi- 
tures for a/] purposes in the postwar pe- 
riod of World War I. These interest 
payments, coupled with expenditures for 
veterans, for the postwar military estab- 
lishments, for a growing Social Security 
program, and for the many other govern- 
mental purposes, will mean most likely a 
permanently high level of future taxation. 
Debt retirement and the consequent re- 
duction in annual interest payments 
would, it is hoped, abate these taxes con- 
siderably. 

The question of debt reduction, how- 
ever, cannot be decided on these grounds. 
Changes in public debt depend upon 
governmental expenditures and receipts 
and these are subject to many influences 
other than the question of debt retire- 
ment. Both receipts and expenditures are 
governed largely, but in opposite direc- 
tions, by the general level of economic 
activity. Social and political obligations 
to veterans, to the aged and handicapped, 
and to other groups call for expenditures 
which are not very sensitive to considera- 
tions of debt reduction. 

The prospects of debt reduction in the 
years after the war hinge largely on the 
future levels of economic activity. If these 
are high, far higher than any prewar 
levels, substantial debt reduction in the 
long run is a possibility; otherwise the 
prospects of debt retirement are poor, in- 
deed. 

For this and for other deeper reasons 
we hear leaders in business, labor, and 
Government urge the need to get ‘full 
production and full employment” in the 
postwar years. Full production and full 
employment in war-time can be traced to 
large governmental expenditures. But 





By Arthur E. Burns 


what will happen when the 90 billion 
dollar yearly war expenditure is over? 
What will sustain production, employ- 
ment, and income then? What can busi- 
ness and Government do to sustain eco- 
nomic activity? In large part the answers 
to these questions give us the answer to 
the question: Can the public debt be re- 
duced after the war? 

First, let us look into this matter of 
full production and full employment and 
its magnitude as a goal of postwar policy. 


SIZE OF THE PROBLEM 


The size of the potential postwar labor 
force, that is, the number of people avail- 
able for work, stakes out the general mag- 
nitude of the problem. The estimates of 
the number of people in the labor force 
in the years ahead differ to some extent, 
but generally they cluster about the 60 
million figure for the year 1946. This is 
just the immediate postwar number. Our 
population is still growing, and the num- 
ber in the working-age group is becoming 
relatively larger as time goes on. For 
these reasons the labor force will increase 
each year by approximately half a million 
persons. By 1950 it will be in excess of 
62 million, by 1955 about 65 million. 

The postwar estimate of potential labor 
supply assumes the withdrawal of some 
of the people who have taken work or re- 
mained at work because of war condi- 
tions. These include housewives, aged 
persons, and young people who have in- 
terrupted school to take jobs. Taking 
these reductions from the present level 
into account, the potential postwar labor 
force will be larger than any prewar fig- 
ure. In 1930 it was 49 million; in 1940, 
55 million. It is obvious that full em- 
ployment in the postwar years requires 
us to set our sights higher as the years 
go on. 

Not only is the labor force growing in 
size—it is growing in productivity or efh- 
ciency as well. We have a long record of 


technological improvements and increased 
use of capital facilities in production, 
These increase the output per worker ma- 
terially. In the prewar decades this aver. 
aged better than 2 per cent. a year per 
man employed. Undoubtedly many of 
the great technological improvements de- 
veloped during this war will be carried 
over into peace-time production, particu- 
larly to offset the probable carry-over of 
war-time wage rates in industry and agri- 
culture. A relatively conservative estimate 
shows at least a 15 per cent. increase in 
productivity per worker in 1946 over 
1940. 

Taking these two facts together—a 
growth in labor supply and an increase in 
its productivity—the conclusion is ines- 
capable that to achieve full employment 
in the postwar years more jobs must be 
available and more goods and services pro- 
duced than in any prewar period. Only 
under these circumstances is debt reduc- 
tion at all possible. 


EMPLOYMENT AND PRODUCTION 


This brings us to some specific ques- 
tions: What would be a satisfactory level 
of employment in the early postwar years? 
What volume of national income would 
be necessary to attain this satisfactory 
level ? 

In the present postwar discussions a 
figure in the neighborhood of 55 million 
employed is regarded as full employment 
for all practical purposes. When we add 
to this perhaps two million for the armed 
services, we have accounted for all but 
three million of the labor force. Unem- 
ployment of three million is regarded by 
many in business and Government as vit- 
tually the irreducible minimum for the 
peace-time economy. 

Full employment in this sense would 
be an achievement of the first magnitude. 
It is about nine million greater than 1940, 
the best prewar year, and slightly greater 
than the war-time employment peak. 





in the years ahead. 





CAN WE REDUCE PUBLIC DEBT? | 


Problems involved in public debt retirement are many. 
retirement must be subordinate to larger aims. : 
there is a possibility (but not the assurance) of some debt reduction 


These points are a partial summary of Dr. Burns’ excellent paper, 
which he delivered before the District of Columbia Control of The 
Institute, on April 25. Dr. Burns is adjunct professor of economics 
at George Washington University in Washington, D. C. 


_ Debt | 
Given these, 


—THE EDITOR | 
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These are striking comparisons. The 
enormity of the goal is brought home by 
the fact that it exceeds the war-time rec- 
ord—a record attained only by the pro- 
digious expenditures of Government for 
war materials. The difficulties in better- 
ing the war record will be mitigated some- 
what by a probable reduction in the 48- 
and 56-hour work weeks prevailing in 
many fields now. A 40-hour week, o: 
even less, seems assured in the postwar 
years. 

Coming to the second question: Pro- 
duction or national income must be 50 
er cent. greater than the prewar record 
year of 1940 if this employment goal is 
to be reached. Undoubtedly a large part 
of this increase will have to come in the 
“service” trades, for a substantial growth 
in manufacturing and agriculture seems 
unlikely. If in the postwar years we pro- 
duce no more goods and services than in 
1940, unemployment would approximate 
19 million. To conjure up the worst— 
the 1933 national income gives us an un- 
employment figure somewhat above 25 
million, nearly half of the potential labor 
force. Prewar national income, therefore, 
is no standard for postwar achievement. 
Something short of our war-time produc- 
tion record, but well above the prewar 
record, is required for full employment. 

This is the over-all size of the postwar 
production and employment goals summed 
up in the slogan “full production and 
full employment.” Full production is 
slightly less, full employment slightly 
more, than war-time levels; more employ- 
ment with less production is accounted 
for by the expected reduction in hours 
worked per week. 

Success in reaching these goals depends 
upon (1) the volume of consumer ex- 
penditures, (2) the amount of private 
investment, and (3) governmental ex- 
penditures. This much is generally agreed 
upon. Disagreement among postwar plan- 
ners centers largely about the amount of 
ptivate investment that industry can make, 
and the amount that government should 
spend. 

Private investment, except during war, 
spells the difference between prosperity 
and depression. To make the postwar 
goals a reality, investment must be half 
again as large as 1940—the best prewar 
year. If this large volume of investment 
does not materialize, two courses are 
open: (1) to carry on with the inevitably 
large number of unemployed resulting 
from low levels of production, employ- 
ment, and income; or (2) to embark 
upon a sizeable program of public em- 
ployment, and perhaps subsidies to in- 
dustry for the maintenance of employ- 
ment, both designed to bolster up the 
fconomic system. Such a course would 
ptobably involve a far larger amount of 
governmental expenditures than were 
made during the 1930’s for public work 
and relief. In either case public debt re- 
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duction would probably be impossible. It 
is clear, therefore, that high levels of pri- 
vate investment are essential if any reduc- 
tion in public debt is to be expected. 


CONTROVERSY OVER POLICY 


Whether industry can invest enough is 
a controverted question. In the debate on 
this question there are two fairly definite 
points of view. For convenience we can 
label these the skeptical and the optimistic 
views. The position taken by the former 
is this: Our economic system is matured, 
perhaps aging; the mainsprings of eco- 
nomic expansion have run down; conse- 
quently, the system cannot generate sufh- 
cient investment to keep it going at full 
capacity. These ailments have been ag- 
grtavated by war. The expansion of the 
steel, aluminum, aircraft, machinery, elec- 
trical, and other war-essential industries 
renders unnecessary any substantial new 
investment in these fields for a decade or 
two—so the skeptics aver. On this view, 
large governmental expenditures, and, 
therefore, further debt increases, are nec- 
essary to attain high levels of economic 
activity. 

The other side of the argument at- 
tributes the lack of investment in the pre- 
war years to governmental interference in 
industry, tax policies, and an attitude gen- 
erally hostile to business. Postwar invest- 
ment opportunities are favorable in this 
view; new industries, new products, re- 
building and modernization of old in- 
dustries, and a huge backlog of consumer 
demand are cited as the bases of postwar 
prosperity, if Government does not ham- 
string industry. With prosperity, some 
debt retirement would be possible to this 
view. 

Without going into these arguments, 
it is enough to say that both sides accept 
fully the importance of investment. This 
at least should afford common ground for 
agreement on a few basic policies of gov- 
ernment. What action can Government 
take to maximize investment ? One aspect 
of policy will be touched on here, namely, 
taxation. 


FiscAL POLICY AND EMPLOYMENT 


In a limited, but nonetheless important, 
way a carefully devised fiscal policy can 
promote private investment. Since a rec- 
ord-breaking volume of private invest- 
ment is required for postwar full em- 
ployment, one of the principal objectives 
of fiscal policy should be directed toward 
the encouragement of investment. In the 
formulation of policy it seems advisable 
to distinguish between the short-run or 
the first few years of the postwar period, 
and the long-run period extending be- 
yond the early years of difficult adjust- 
ment. 

In the short-run, the following points 
are suggested as guides to policy: 
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I. A reduction of normal corporate income 
taxes and, somewhat later, the repeal 
of the excess profits tax; in return for 
this, the adoption of an undistributed 
profits tax; the reduction of investment 
risk by the offset of losses over a period 
of years, i.e., a generous carry-back and 
carry-forward provision. 

II. Retention of the war-time personal in- 
come tax rates and excises. 


The purpose of the corporate tax pro- 
posals is to encourage a prompt expansion 
of investment; needless to say, this needs 
to be accompanied by a prompt settlement 
of war contracts. Expansion of invest- 
ment is essential if we are to avoid a seri- 
ous postwar depression. If, on the other 
hand, a substantial inflation should 
threaten, the expansion of production 
would act to restrain it by bringing into 
the market increasing supplies of goods. 
Investment in productive facilities is risky, 
and the willingness to accept risk is weak- 
ened by the absorption of earnings 
through taxation. The proposal to dis- 
tribute losses over a period of years is 
calculated to reduce risk, and, coupled 
with corporate income tax reduction, to 
increase the incentive to invest. 

The temporary retention of war-time 
rates on personal income and the war- 
time excises in the immediate postwar 
years is proposed because (1) consump- 
tion will be bolstered by the use of war- 
time savings; (2) high tax rates will re- 
strain postwar inflationary forces; and 
(3) retirement of some part of the public 
debt may be possible, or at least its in- 
crease may be greatly moderated, by the 
revenue thus brought in. 

Beyond the immediate postwar years, 
fiscal policy should continue its invest- 
ment encouragement objective, for, as 
shown above, employment must continue 
to increase in step with the growth in 
labor supply; if not, large-scale unem- 
ployment will be unavoidable. The en- 
couragement of investment in the long- 
run, however, means more than minimiz- 
ing losses and lowering corporate taxes as 
proposed above. The assurance of high 
levels of consumption is basic to the ex- 
pectations that lead enterprise to invest. 
Therefore, the following suggestions are 
offered for long-term fiscal policy: 


I. Continuation of the policies proposed in 
I above, coupled with additional tax 
provisions for new firms or companies 
entering business whose risks cannot be 
adequately minimized by the loss pro- 
visions proposed above. 

II. Reduction of personal income tax rates; 
an increase in personal exemptions; and 
a reduction in excises. 


In the long run, then, the emphasis 
in fiscal policy should shift to the main- 
tenance of high consumption levels. We 
might find an investment boom develop- 
ing in the early years of the postwar era, 
but any hope of continued high levels of 
activity must rest on a full volume of 
consumption in the long run. Technically 
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our productive system is built for this, 
and tax policy is one means of encourag- 
ing adequate consumption. Without it the 
proposals in number I above would hardly 
bear fruit. 


PuBLic DEBT 


These general proposals are not pointed 
directly at the reduction of the enormous 
public debt in the postwar years. Whether 
reduction is possible depends upon (1) 
the level of economic activity, or national 
output, (2) the tax rate structure, and 
(3) postwar governmental expenditures. 

If we get high levels of activity ap- 
proximately full employment, public debt 
reduction is likely, provided: (1) the tax 
reductions suggested above are moderate 
and (2) governmental expenditures are 
held down to about 20 billion dollars a 
year. In effect this means the continua- 
tion of high levels of taxation—not as 
high as the war-time rates, but far higher 
than any prewar rates. If tax rates have 
to be cut drastically to sustain high levels 
of economic activity, debt reduction is 
not in prospect. In short, we cannot have 
substantial tax relief and public debt re- 
duction at the same time. 

Debt reduction in any event is not as- 
sured. Public expenditures in -the post- 
war years might be higher than sug- 
gested here. Payments to veterans and 
military costs might run high; interest 
on the public debt will be about 6 billion 
dollars a year; public works, social se- 
curity, the administrative costs of Gov- 
ernment, agricultural payments will un- 
doubtedly total more than prewar, and 
perhaps very much more. To keep all 
these within the 20 billion dollar mark 
will, indeed, be a feat of financial con- 
servation. If employment and economic 
activity fall much below the levels de- 
scribed above, Federal expenditures would 
probably exceed this mark by a wide mar- 
gin, making debt reduction improbable. 

Retirement of a good part of this debt 
is desirable, partly to reduce the annual 
interest payments, partly to remove it as 
a haven for funds that otherwise might 
go into productive fields, and partly to 
reduce it as a factor in the concentration 
of income. An existing debt is not a stim- 
ulative factor in the economy, and it 
might become a depressing influence. 

However, debt reduction per se should 
not be the major concern of fiscal policy, 
for under some circumstances the attempt 
to do so will defeat itself. This can oc- 
cur if high taxes to reduce the debt im- 
pair consumption and incentives to invest, 
for a reduction in consumption and in- 
vestment means low levels of business 
activity, high levels of unemployment. 
Under these circumstances governmental 
receipts fall off and expenditures for 
public work and relief increase. A debt 
increase might thus result from an over- 
zealous effort to reduce the debt. 

The major concern of fiscal policy, as 
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suggested above, should be the encour- 
agement of high levels of private invest- 
ment and high levels of consumption. If 
this fiscal objective is accompanied by 
other policies dedicated to the same pur- 
pose and by favorable internal and in- 
ternational conditions, a long period of 
relatively high levels of business activity 
and full employment would probably 
make possible a reduction of public debt. 
If both public policy and general condi- 
tions are not conducive to high levels of 
employment and business activity, an in- 
crease in public debt in the postwar years 
may be regarded as certain and probably 
essential. 

We may summarize the matter as fol- 
lows: A reduction in public debt will be 


difficult at best. This can be done only if 
national income, employment, and pro- 
duction are sustained well above prewar 
levels. To attain these high levels a de. 
cline in war-time tax rates seems essep- 
tial; but a moderate tax reduction lessens, 
and a large tax reduction destroys, the 
prospects of debt retirement. High levels 
of economic activity in the long-run may 
require substantial governmental expendi. 
tures, in which case retirement of a size- 
able amount of public debt is improbable. 
Debt retirement, consequently, must be 
subordinate to larger aims, notably the 
encouragement of high levels of economic 
activity; given these there is a possibility 
(but not the assurance) of some debt te. 
duction in the years ahead. 


“Helicopter in Every Backyard” Still 
Far Off, Postwar Study Finds 


Designed to help untangle the many con- 
flicting statements concerning our post-war 
economy, 286 of the most vital peacetime 
plans and projects now. underway in Ameri- 
can industry have been summarized in ‘‘Post- 
war Planning Now,’ the latest transition 
study published by the New York ‘Journal 
of Commerce.” 

The actual peacetime outlook in 56 major 
industries; descriptive details of new prod- 
ucts, services and processes; and the formula 
for a gradual lifting of price, priority and 
ration controls are thus compiled for the 
first time under one cover. 

All the material for this second edition of 
“Postwar Planning Now” was obtained from 
data furnished by key industrialists, govern- 
ment and trade association officials. Copies 
may be had at 25 cents each from the “Jour- 
nal of Commerce,” 63 Park Row, New York 
US ONC; 

A good deal of spadework still remains to 
be done before we will arrive anywhere near 
the “helicopters in every backyard” stage of 
our postwar world, the publication reports. 
Machinery now being set up is expected to 
pave the way for an orderly disposal of sur- 
plus plants and materials and for the smooth 
administration of contract terminations and 
transition controls. 

Automobile makers are set to resume pro- 
duction within four months after the cessa- 
tion of war goods manufacture. A total of 
18,400,000 new cars and trucks will be 
needed to get the nation back to pre-war 
standards, with 60,000,000 automobiles ex- 
pected to be on the roads within 10 or 20 
years. No less than 26 peacetime uses on 
farms, factories and municipal projects are 
already in store for the Army’s popular 
“jeep” vehicle. 

Aviation executives are agreed on a fam- 
ily plane costing approximately $2,000, but 
remain sharply divided on the subject of in- 
ternational airlines, air transport and the po- 
tential passenger volume. One government 
expert forecasts 9,000 transport planes 
carrying 20,000,000 passengers each year, 
while an airline official cautions against ‘“‘ro- 
mantic field days’ and foresees a need of 
only 1,000 planes to handle an estimated 
10,000,000 passengers annually. 

Railroad travel will be promoted on a re- 
duced fare and new equipment appeal, “Post- 
war Planning Now” reports. Low-cost sleeper 
coaches, pullman beds as low as $1.00 and a 
coast-to-coast rail trip in 50 hours for $70 


are among the postwar innovations now in 
the blueprint stage. 

Steamship lines are faced with a major up- 
heaval of their passenger business. One 
official recently pointed out that no more 
than 103 planes are needed to carry a pas- 
senger load equal to the entire first and cabin 
class liner traffic passing through U. S. ports 
in a prosperous travel year like 1937. An- 
other makes a strong case for 36-knot, 5,000 
passenger super-liners to operate profitably 
at transatlantic rates as low as $100. The 
Netherlands, China, Greece and other allied 
nations have all announced their intention 
of replenishing their depleted ship tonnage 
in the American market. 

Plastics, nylon, synthetic rubber, electron- 
ics, dehydrated foods and other warborn 
necessities appear definitely slated to play a 
major role in the shape of the peacetime 
world. New postwar outlets for our ex- 
panded rubber, aluminum and steel produc- 
tion seem assured and our unexplored pe- 
troleum reserves are reported fully ample 
for several generations to come. New uses 
for natural fibers are expected to combat the 
inroads of chemical, mineral, soy bean and 
other man-made textile materials and, through 
greater use of blending, bring about many 
attractive new fabrics. 

Foreign trade potentialities are enhanced 
by a potential export boom in foods, drugs, 
textiles and products typical of American in- 
genuity to coincide with increased imports 
of basic raw materials. 

Comfort, coziness and convenience with- 
out radical departure will be stressed in 
postwar housing, rather than the fantastic 
dream houses at impossibly low prices the 
public has been led to expect. Twenty mil- 
lion new homes can be built during the first 
10 years after the war, with employment for 
10,000,000 men and women in construction 
and related industries. Low cost, pre-fab- 
ricated homes are to play a major role in 
this development. New lightweight heating 
units and further electric appliance innova- 
tions are also ready for the green light on 
civilian production, the publication states. 

War controls will not be relaxed overnight 
even after German surrender. Food ration- 
ing may continue until the first full Euro- 
pean harvest has been reaped; priority con- 
trols are to be eased gradually to avoid dis- 
location; and price controls may yet De 
amended to include “floors” as well as “ceil- 
ings” to avoid any major price disruption 
from surplus materials, 
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Investment of Corporate Reserves 


Nearly three years of intensified war 
production has resulted in such a change 
in familiar scenery that it is difficult to 
deal with a general subject like the in- 
yestment of corporate reserves without 
some consideration of the financial pic- 
ture as it relates to industry now and dur- 
ing the transition from war to a peace 
economy. 

The changes which particularly relate 
to the subject of the investment of corpo- 
rate reserves are reflected in the financial 
reports of business and industry and for 
our purpose may perhaps be segregated 
into two general classifications. First, the 
investment in fixed assets: and second, 
the working capital position. 

In 1939 the depreciated values of fixed 
assets of manufacturing industry were 
estimated to be in the neighborhood of 
$23,000,000,000. Since 1939, public and 
private investment for the expansion of 
plant and equipment has approximated 
19 or possibly 20 billion dollars, of which 
it has been estimated that over one-half 
represents an abnormal expenditure solely 
appficable to the war effort. By and large, 
most well managed corporations which 
have used their own funds to expand 
facilities have done so without seriously 
impairing working capital position, but 
there still remains a large segment of in- 
dustry which has seriously depleted cur- 
tent assets by investment in plant and 
equipment. 

This unparalleled increase in fixed as- 
sts has been largely confined to nine or 
ten industries such as aircraft, munitions, 
ship construction and repair and chemical 
or petroleum products. In considering in- 
dustry as a whole however, we find that 
on the one hand we have for postwar 
purposes greatly overextended our physi- 
cal facilities for production in certain 
lines, while on the other deferred mainte- 
nance, obsolescence, and replacement 
have created a financial problem for 
which adequate provision has not been 
made, 

The evidence at hand suggests that 
business as a whole will require very sub- 
stantial cash expenditures to cover de- 
ferred maintenance, reconversion, replace- 
ments and betterments following a period 
when, due to high taxes, it has been ex- 
tremely difficult to add substantially to 
working capital or to segregate liquid re- 
serves for future investment in fixed as- 
Sets, 

In considering the second classification 
of the financial picture of industry as it 
telates to the investment of corporate re- 
Sttves, it is desirable to consider the work- 
ig capital position of business both as 
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to the present and the postwar period. 
On the surface the cash position of in- 
dustry is impressive though often mis- 
leading. The division of research of the 
Harvard Graduate School of Business Ad- 
ministration has made some interesting 
and timely studies to which I am indebted 
for much of the information supporting 
my conclusions and the following case to 
particularly illustrate this point. It is the 
situation of a machinery products com- 
pany, and while not typical of industry as 
a whole, there are many parallels. 

At the end of 1941, the company had 
approximately $175,000 of cash and bank 
loans of around $750,000. At the close 
of 1942 the bank loan had been repaid 
and the statement reflected cash on hand 
and investment in short term government 
obligations of $4,500,000. On the other 
side of the balance sheet, however, we 
find current liabilities comprising tax and 
renegotiation payments of $4,500,000, 
government advances of $2,000,000 and 
other payables in the amounts of $600,- 
000. 

Consider further that while the liquid 
assets of American Industry have roughly 
increased about $5,000,000,000 during 
the war period, the current ratios have 
declined from about 5-1 to less than 
214-1 due to the vastly increased volume 
of production. The working capital of 
business has been supplemented to finance 
this high level of production from various 
sources, the largest single item being 
funds accumulated to cover federal in- 
come and excess profits tax liability in 
the approximate amount of $12,000,- 
000,000. 

The demand for war goods has made 
possible the use of these accumulated tax 
funds to finance production so long as 
such production is sustained and current 
earnings maintained. During the contract 
termination period, however, should it 
occur during the first quarter of the year 
in which tax payments are due, it could 


conceivably seriously embarrass many in- 
dustrial concerns as it is not probable that 
earnings will be maintained at existing 
levels during a period of reconstruction 
and reconversion. 

This summary of the financial situation 
of industry points to the conclusion that 
in addition to solving its greatest recon- 
version and reconstruction problem, indus- 
try also has the immediate problem of 
creating the reserves which will make the 
solution feasible. 


MANY RESERVES NEEDED 


The reserves which will be needed by 
industry during the reconstruction period 
are many, but among the more important 
include accelerated depreciation resulting 
from the abnormal volume of production, 
deferred maintenance, inventory losses, 
and reconversion costs. 

The necessity of making provision for 
such reserves at this time and the man- 
ner in which they should be administered 
were outlined with clarity and great un- 
derstanding by Mr. O. N. Lindahl, Fi- 
nancial Vice-President of the Carnegie- 
Illinois Steel Corporation in an address 
before the Controllers Institute of Amer- 
ica in 1943 He said in part: 


"I think it is important now to con- 
sider the earmarking of that cash which 
has been set aside for a specific reserve— 
or to fund it by converting that cash into 
government bonds or other marketable 
securities of a satisfactory nature, and by 
holding that cash or those securities 
against the reserve account until it be- 
comes necessary to reconvert those securi- 
ties back into cash to make the expendt- 
tures for which the reserve was created. 

“While depreciation is recorded as an 
item of expense for the period, and is 
deducted from gross revenues, it does not 
represent an actual expenditure of cash 
at that time. The accumulation of these 
funds now is large, because they are based 





Mr. Winslow’s paper. 





FUNDING CORPORATE RESERVES 


After a specific reserve for reconversion purposes is set up on the 
| records, it is well to consider earmarking the cash involved or funding 
| it in satisfactory securities. In this paper, presented by Mr. Winslow, 
executive vice president of Seattle Trust and Savings Bank, at the 
May 25 meeting of the Seattle Control of The Controllers Institute, 
| the conclusion points to the advisability of acquiring United States 
Tax Notes or Certificates of Indebtedness for funding of corporate re- 
serves. Controllers and financial officers will profit from a study of 
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on expanded plant capacity, and in many 
cases, we are writing off this new plant 
Capacity over a five-year period of time, 
thus further accelerating the building-up 
of these funds. We are witnessing a 
sharp increase in working capital but this 
is really money owed to plant.” 


In addition, Mr. Lindahl pointed out 
that: 


"The preservation of capital structures 
and values is one of the basic objectives 
of business management, and the skill 
with which it is done, and the steps we 
take to preserve such values in the post- 
war period will go a long way toward 
determining whether our particular com- 
panies are going to survive this coming 
period of transition.” 


The Securities and Exchange Commis- 
sion has accumulated statistics concerning 
reserve accruals of the five largest com- 
panies in each of 50 major industries, ex- 
cluding aircraft manufacturers. Of these 
250 companies, only 146 have apparently 
made provision for postwar reserves. The 
total of such reserves amounted in the 
aggregate to $515,000,000 although the 
companies are representative of between 
35 per cent. to 40 per cent. of the total 
corporate assets of the manufacturing, 
merchandising, and service industries of 
the United States. The combined net in- 
come of this group was $8,100,000,000 
and of this amount approximately 614 
per cent. was set aside in special reserve 
accounts of which more than one-third 
was earmarked for inventory losses, re- 
negotiation, and taxes; leaving a relatively 
nominal sum to cover all other contin- 
genicies. 

With this background of the financial 
situation of industry and the apparent 
necessity for the accumulation of adequate 
reserves on the part of industry, it seems 
appropriate to consider the conditions 
which apply to the funding of such ac- 
cruals. A reserve is a liability, and some 
thoughtful students of finance have ad- 
vanced the theory that these accumula- 
tions have the characteristics of current 
liabilities in that they are commitments 
to make expenditures in the future in re- 
constructing plant facilities. Certainly in 
the light of the deferred maintenance and 
obsolescence, which has occured during 
the past few years, no one can deny that 
the status of these reserves should receive 
careful consideration in the administra- 
tion of the working capital of a business. 

Some of the keenest managements have 
consistently increased their holdings of 
cash, United States Government Bonds, 
Certificates, and Tax Notes in order to 
segregate funds for use at some future 
date. Among the companies which have 
followed this practice are Sears Roebuck 
& Company, Montgomery Ward & Com- 
pany, International Shoe Company, Gen- 
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eral Motors Corporation, Westinghouse 
Electric Manufacturing Company. 

The Detroit-Edison Company has spe- 
cifically set aside postwar and contingency 
funds and the Commonwealth Edison 
Company’s balance sheet carries a non- 
current item of cash and United States 
Government Obligations to be applied 
to future construction expenditures. These 
concerns of course ate not among those 
whose full resources have been devoted 
to war productions, although it is in this 
latter group where the accumulation of 
adequate funded reserves would seem to 
be most needed. 

Among the larger business enterprises 
in the Pacific Northwest I have only seen 
one financial statement in which pro- 
vision has been made for postwar ex- 
penditures, invested and segregated as a 
non-current item in the Balance Sheet. 1 
refer to the most recent published state- 
ment of the Weyerhaeuser Timber Com- 
pany, which includes a postwar reserve 
of $7,538,000 and an offsetting invest- 
ment in short term government obliga- 
tions which are not treated as a quick 
asset or a part of working capital. 

Controllers and treasurers of industrial 
corporations and a few of the larger 
banks with whom I have exchanged views 
share the belief as to the probability that 
substantial withdrawals from working 
capital will be made in the near term 
future for reconstruction or reconversion. 


CAPITAL PRESERVATION 


I think we can accept as axiomatic 
Mr. Lindahl’s statement that the preserva- 
tion of capital, which includes working 
capital, is one of the basic objectives of 
business management. This being the case, 
coupled with the belief as to the current 
nature of a reserve liability, the field of 
investment is restricted to securities pos- 
sessing the following characteristics: 


1. Safety of principal 
2. A high degree of liquidity 


3. Minimum price fluctuation 





Having nariowed the field to securi. 
ties possessing the characteristics eny. 
merated, it might be helpful to consider 
a group of typical offerings available for 
purchase under present market conditions, 
These securities are grouped with Treas. 
uty Bonds and Certificates of Indebted. 
ness of about the same maturity for pur- 
poses of determining comparative values, 
it being recognized that as to investment 
quality there is nothing superior to the 
obligations of the United States Govern. 
ment. (See table below.) 

The differential in yield in each case 
is so slight that by direct comparison 
United States Bonds are in each instance 
the logical choice. This leaves for final 
consideration the third characteristic— 
Minimum price fluctuation. 

To illustrate the possible risk which 
results from the funding of corporate 
reserves through the purchase of long 
term bonds, it is only necessary to select 
one or two issues: for example, the 2¥, 
per cent. Treasury Bonds due 1967 and 
the 2 per cent. Treasury's of 1952. Let 
us assume that a year from now the pres- 
ent pattern of interest rates has changed 
by as much as 1 per cent. If this should 
occur, a holder of the 214 per cent. Bonds 
forced to convert into cash would sacti- 
fice his holdings at less than 95 per cent. 
of the face value or in the case of the 
2 per cent. Bonds, a principal loss of 
over 114 per cent. The possibility of such 
a slight change in the interest pattern 
suggests that where the possibility of early 
conversion into cash exists, as in the case 
of funded reserves, the market risk hardly 
justifies purchasing anything except the 
shortest government maturities. 

This process of elimination leads me to 
conclude that generally speaking secuti- 
ties purchased to fund corporate reserves 
should be largely confined to United 
States Tax Notes or 7% per cent. Certifi- 
cates of Indebtedness, which are as risk- 
less in respect to safety of principal, 
liquidity and price fluctuation as any in- 
vestment you will find. 
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134% 1948 10134 1.41% 
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The Tax Effect of 





Bond vs. Stock Financing 


The federal income tax laws seem to 
o out of their way to reward corporate 
debt as against stock financing. In or- 
der to see just how this works, it will be 
desirable first to sketch some of the pro- 
visions of our present corporate income 
tax law. To keep our eye on the ball, 
we will omit the “ifs,” ‘‘ands,” “buts,” 
and exceptions that apply to special 
cases. 

Corporations pay an excess profits tax 
of 95 per cent. Ten per cent. of the tax 
will be refunded after the war, so that 
the net excess profits tax is 8514 per 
cent. On the profits that are not “ex- 
cess’ —that is, on the ‘‘normal’’ profits, 
the tax is 40 per cent. A shift in $1 of 
profit from the excess group to the nor- 
mal group saves 4514 per cent.—the 
difference between 8514 per cent. and 
40 per cent. There is an over-all limit of 
80 per cent. tax on normal and excess 
profits. 

There are two ways of figuring 
normal profits. One is by reference to 
capital investment, the other by refer- 
ence to earnings experience. In the 
case of capital investment, the higher 
the investment, the higher the amount 
considered as normal profits and hence 
the lower the excess profits. A corpo- 
ration is entitled to consider as normal 
profits, 8 per cent. of the first $5 mil- 
lion of its capital, 6 per cent. of the next 
$5 million, and 5 per cent. on the re- 
mainder. Furthermore, a 25 per cent. 
bonus is given to fresh capital by figur- 
ing every dollar of new investment as 
if it were $1.25. 

Capital investment is made up of 
“equity” capital and “borrowed” cap- 
ital, Equity capital consists of the 
amounts paid in for common and pre- 
ferred stocks and of accumulated earn- 
ings. Borrowed capital is made up of 
all borrowings evidenced by notes, mort- 
Sages, bonds, or similar written forms 
of debt. Equity capital is taken in full, 
whereas borrowed capital is considered 
at fifty cents on the dollar. To put it 
another way, the law permits 100 per 
cent. of equity capital and 50 per cent. 
of borrowed capital to be included in 
capital investment. 

_ Because half the borrowed capital is 
included as capital investment, the in- 
terest on the half so included is not de- 
ductible in determining the amount of 
*xcess profits. However, in figuring the 
normal profits all of the interest is con- 
sidered as a deduction. 


By F. E. Seidman, C. P. A. 


What has so far been said applies 
only to corporations that figure their 
excess profits tax by reference to capital 
investment. The other way to figure 
normal profits is, as mentioned, the earn- 
ings experience method, also called the 
income method. Under this method, 
the average earnings experience during 
1936-1939 is considered as the normal 
earnings. To this is added 8 per cent. 
of the net addition to eguity capital 
since 1939, or there is deducted 6 per 
cent. of the net reduction in equity 
capital since 1939. Borrowed capital 
has no bearing one way or the other. 
In turn interest paid on borrowed cap- 
ital is a deductible expense in full for 
the tax on normal profits and the tax 
on excess profits. 

While interest on borrowed capital is 
thus allowable as a deduction in whole 
or half, dividends paid on stock are not 
allowable at all. This alone generally 
gives debt financing tax attraction over 
stock financing. When to that is added 
the fact that under the tax law, certain 
recapitalizations may be accomplished 
without tax to the corporation or its 
security holders, strong incentive is pro- 
vided to corporations to swap their out- 
standing preferred stocks, and even 
common stocks, for bonds. 

With these basic tax factors in mind, 
we are now ready to inquire into some 
of the concrete tax effects of debt ver- 
sus capital financing. We will approach 
the whole problem with specific exam- 
ples, starting first not with a swap of 
securities, but merely the issuance of 
new bonds. 


New Dest FINANCING 


Let us assume that a corporation that 
has excess profits, figured by reference 
to a capital investment of less than $5 
million, decides to increase its working 
capital by issuing $1 million of new 3 


per cent. bonds, at par. The annual 
interest cost will, of course, be $30,000. 
However, the “deducts” for tax pur- 
poses not only eliminate this cost, but 
even place the corporation actually 
ahead of the game by $7,025 every year. 
Here is why: 


(1) On the $1 million of new borrowed 
capital, the company shifts $40,000 
(8 per cent. on one half of $1 mil- 
lion) from excess profits to normal 
profits, and thereby saves 45Y, per 
cent., or $18,200. 

(2) Furthermore, the profits themselves 
are reduced by $30,000 of interest. 
Half of this, or $15,000, is deduct- 
ible for excess profits tax purposes, 
saving 85, per cent., or $12,825. 

(3) The other half of the interest is 
deductible from the regular 40 per 
cent. tax on the normal profits, sav- 
ing $6,000. 

(4) The total tax saving, therefore, 
amounts to $37,025 annually, or 
$7,025 more than the total inter- 
est paid by the corporation on the 
bond issue. 


Obviously, the net cost of borrowing 
depends in each case on these factors: 
the interest rate on the bond; whether 
the corporation determines normal prof- 
its by reference to capital investment or 
earnings experience; and in the case of 
capital investment, whether the amount 
of the investment is so high as to touch 
off the 6 per cent. or 5 per cent. allow- 
ance for normal profits. In order to 
give effect to all these factors, the fol- 
lowing table has been developed. It 
shows the net cost of a bond issue of $1 
million under the varying circum- 
stances. 

It is clear from these figures that in 
many cases an actual profit can be de- 
rived from going into debt. Putting it 
another way, a corporation with an 8 








INVITATION TO INDEBTEDNESS 


Some striking points are brought out by Mr. Seidman in this study 
of taxation as affected by bond and stock financing. The author is 
a member of Seidman & Seidman, certified public accountants; 
chairman of the Michigan State Board of Accountancy, and in addi- 
tion to being the author of many published articles on taxation and 
accounting, is co-author of ‘’Seidman’s Legislative History of Fed- 
eral Income Tax Laws,” and “Financing the War.” 
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TABLE I 
And rate of excess If 
profits tax exemption exemption 
If annual on capital investment is 1s figured 
interest paid — —— on income 
on borrowing 1s 8% 6% 5% method 
Per cent. Amount The net annual interest cost is 
$ $ $ $ $ 
2% 25,000 8,888* 4,338* 2,063* 3,625 
3 30,000 7,025* 2,475* 200* 4,350 
3% 35,000 5,163* 613* 1,663 5,075 
4 40,000 3,300* 1,250 3,525 5,800" 
414 45,000 1,438* 3,113 5,388 6,525 
5 50,000 425 4,975 7,250 7,250 
5% 55,000 2,288 6,838 9,113 7,975 
6 60,000 4,150 8,700 10,975 8,700 
6% 65,000 6,013 10,563 12,838 9,425 
7 70,000 7,875 12,425 14,700 10,150 


*Denotes profit because the tax saved is greater than the interest paid. 


per cent. exemption on its capital in- 
vestment can pay as high a rate as 4.9 
per cent. on its debt and still incur no 
net cost for the use of the capital in- 
volved. Similarly, a 6 per cent. capital 
exemption company can pay as high as 
3.6 per cent. and a 5 per cent. company 
can pay 3 per cent. on its borrowings at 
no cost (and this does not give effect to 
the 8 per cent. rate allowed on the first 
$5 million, but assumes a straight ex- 
emption rate of 6 per cent. or 5 per 
cent.). 

The attractiveness in many cases of 
corporate debt from the tax angle makes 
“detractiveness” of corporate debt liqui- 
dation in such cases obvious. The tax 
effects attaching to bond retirements are 
exactly the opposite of those involved 
in bond issuance. Thus, if a corpora- 
tion would derive a given amount of 
profit from issuing bonds, it would, by 
the same token, lose that profit if it re- 
tired bonds already outstanding. Cor- 
porations that now have bond issues out- 
standing, therefore, might give more 
than a second thought to the tax effects 
before they pay off the bonds. 


New Stock FINANCING 


Let us now assume that the same com- 
pany desires to add $1 million to its 
working capital not through bonds, but 
by 414 per cent. preferred stock issued 
at par. What will be the net result? 

It will be remembered that an addi- 
tion of new equity capital gives the cor- 
poration an exemption on 125 per cent. 
of the new capital. Thus, the $1 mil- 
lion of new preferred stock exempts 
from excess profits $100,000 of income 
(8 per cent. of 125 per cent. of $1 mil- 
lion), thereby saving 4514 per cent. in 
taxes, or $45,500. As dividends are not 
a deduction for tax purposes, the tax 
saving will be this $45,500. Since the 


annual dividend charges will amount to 


$45,000, the net annual profit on this 
financing will be $500. 

Proceeding in the same way as was 
done with the bonds, the following 
table has been worked out as to the ef- 
fect of a $1 million preferred stock is- 
sue under the varying circumstances: 





dends on additions to equity capital and 
obtain the money free of cost. 
Compared with bonds at equivalent 
interest rate, preferred stock has the 
advantage only if it can be issued at less 
than 4 per cent. in the case of corpora- 
tions which compute their excess prof. 
its tax exemption on the basis of a cap- 
ital investment up to $5 million. Sim. 
ilarly, income method companies will 
find it cheaper to issue preferred stock 
only up to a 4 per cent. basis rather than 
bonds at an equal interest rate. Above 
that rate, the issuance of preferred stock 
is more expensive than bonds. The fig- 
ure is lower than 4 per cent. in the case 
of the larger companies whose capital 
investment exemption is only 6 per cent. 
and 5 per cent., rather than 8 per cent. 
Now, what about situations where 
preferred stocks are now outstanding 
and consideration is being given to re- 
tiring them? While the effect of re- 
tirement of bonds has previously been 
shown to be the exact converse of their 
issuance, this does not hold true with 
respect to stock issues for these reasons: 


(1) By redeeming stock an invested 
capital company reduces its excess 




















TABLE II 
And rate of excess If 
profits tax exemption exempjion 
If on capital investment is 1s figured 
annual dividend a on income 
paid on stock ts 8% 6% 5% method 
Per cent. Amount The net annual cost ts 
$ $ $ $ $ 
3% 35,000 10,500* 875 6,562 1,400* 
4 40,000 5,500* 5,875 11,562 3,600 
44 45,000 500* 10,875 16,562 8,600 
> 50,000 4,500 15,875 21,562 13,600 
5% 55,000 9,500 20,875 26,562 18,600 
6 60,000 14,500 25,875 31,562 23,600 
61% 65,000 19,500 30,875 36,562 28,600 
24,500 33,875 41,562 33,600 


7 70,000 











Thus, a company that is on an 8 per 
cent. capital investment basis can issue 
preferred stock at as high a rate as 4.55 
per cent. and have no net cost to itself. 
Similarly, the “6 per cent.” and “5 per 
cent.” capital exemption companies 
could issue preferred stock at approx- 
imately 3.4 per cent. and 2.8 per cent. 
without cost. 

A company figuring normal profits 
by reference to earnings experience is 
entitled to a straight 8 per cent. on 
capital additions so that its tax saving 
on a $1 million preferred stock issue 
would be $36,400 (4514 per cent. of 
8 per cent. of $1 million). In other 
words, income method companies can 
pay approximately 3.6 per cent. in divi- 


*Denotes profit because the tax saved is greater than the dividend paid. 


profits exemption by 8 per cent., 6 
per cent., or 5 per cent., as the case 
may be. On the other hand, a new 
issue of stock adds to the exemp- 
tion 125 per cent. of these rates. 

(2) A company on the income method 
loses an excess profits exemption of 
only 6 per cent. on the amount of 
capital retired, as against a gain ol 
8 per cent. on capital added. 


The following table gives the story. 
As compared with the saving on divi- 
dend payments because of the redemp- 
tion of a preferred stock of $1 million, 
it shows the extent to which that saving 
is reduced by reason of the increased tax 
brought about by the redemption. 
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TABLE IIT 
And rate of excess If 
profits tax exemption exemption 
If on capital investment is is figured 
annual dividend — on income 
saved on stock is 8% 6% 5% method 
Per cent. Amount The net annual saving is 
$ $ $ $ $ 
3% 35,000 1,400* 7,700 12,250 7,700 
4 40,000 3,600 12,700 17,250 12,700 
414 45,000 8,600 17,700 22,250 17,700 
5 50,000 13,600 22,700 27,250 22,700 
5% 55,000 18,600 27,700 32,250 27,700 
6 60,000 23,600 32,700 37,250 32,700 
6% 65,000 28,600 37,700 42,250 37,700 
7 70,000 33,600 42,700 47,250 42,700 


wn me 








*Denotes tax increase of 
saved. 


It might be well to point out here 
that under the tax regulations, it is not 
possible to issue new stock, retire old, 
and get the benefit of the 25 per cent. 
bonus allowed on new capital for the 
new stock. Only honest-to-goodness 
net new capital qualifies for the bonus. 


REFINANCING 


So far the discussion has had to do 
only with new issues or retirements of 
old issues. The question more often 
asked involves the relative advantages 
ot disadvantages of refinancing of one 
type of issue by another. The answer 
pivots around the same factors previ- 
ously outlined, except that they have to 
be considered in combination. Thus, the 
net annual cost of refinancing a $1 mil- 
lion issue of 3 per cent. bonds by a like 
amount of 414 per cent. preferred stock 
may be arrived at by reference to Tables 
I and II, as follows: 


Table I 
Elimination of profit, by retire- 
ment of $1 million of 3 per 
cent. bonds (by an 8 per cent. 
capital exemption company) $7,025 


Table II 
Profit by issuance of $1 million 
of 41/ per cent. preferred stock 500 


Net annual cost of the switch $6,525 

The result of substituting 314 per 
cent. bonds for 5 per cent. preferred 
stock by an 8 per cent. capital exemp- 
“on company may be determined in a 
similar manner from Tables I and III, 
as follows: 


Table III 
Profit from retirement of $1 mil- 


lion of 5 per cent. preferred 
stock 


$13,600 





$36,400 or $1,400 more than the $35,000 dividend 


Table I 
Profit by issuance of $1 million 
of 314 per cent. bonds 5,163 
Total annual saving from switch $18,763 


To facilitate comparison, the follow- 
ing table shows at a glance the effect of 
retiring $1 million of bonds and issuing 
the same amount of preferred stock, 
using the same interest and dividend 
rates for both issues: 
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200 Agencies Studying 
Postwar Problems 


America’s determination to go into the post- 
war period with eyes open and the facts at 
hand is reflected in a survey issued by the 
Twentieth Century Fund showing nearly 200 
public and private agencies of national scope 
now actively doing research or public educa- 
tion on postwar problems. This is the third 
in a series of surveys made by the Fund and 
the current report, Postwar Planning in the 
United States: An Organization Directory, 3, 
shows a striking increase over the 105 organi- 
zations listed in 1942 and the 137 in 1943. 

“Our investigation gives real ground for 
hope that this country is facing its postwar 
questions factually and in time for effective 
action,’ said Evans Clark, Executive Director 
of the Fund. “All kinds of agencies, govern- 
mental, private, business, professional, educa- 
tional and others, are at work collecting facts, 
making plans, analyzing problems so that we 
may anticipate and effectively deal with some 
of the tremendous questions that will face us 
after victory is won.” 

Of the 197 organizations included in the 
Fund’s new directory, 39 are government and 
158 are private agencies. According to the 
survey report organizations ' listed are “lim- 
ited to those which are: (1) located in the 
United States; (2) operating on a national or 
international, rather than on a state or local, 
basis; (3) carrying on continuing, rather than 
sporadic or occasional, activities; and (4) con- 
cerned with programs of particular interest to 


the United States. 


the old issue to the new, or subtract 
$5,000 for each 14 per cent. of increase 
from the old issue to the new. 





TABLE IV 











And rate of excess If 
profits tax exemption exemption 
If on capital investment is is figured 
dividend and — on tncome 
interest are 8% 6% 5% method 
Per cent. Amount The net annual cost is 
$ $ $ $ $ 
3 30,000 8,475* 1,650* 1,762 10,750* 
3% 35,000 5,337" 1,487 4,900 6,475* 
4 40,000 2,200* 4,625 8,037 2,200* 
41% 45,000 937 7,762 11,175 2,075 
5 50,000 4,075 10,900 14,312 6,350 
5% 55,000 7,212 14,037 17,450 10,625 
6 


60,000 


10,350 


*Saving. 


From these figures it will be seen that 
a switch from bonds to stock would, in 
most cases, be a costly proposition, even 
if such a switch could be made at the 
same rates of interest and dividends. Such 
a basis of financing would, of course, be 
rare. Ordinarily, the dividend rate on 
preferred stock will be higher than the 
interest rate on bonds, if both are to 
sell at par. However, the cost of re- 
financing from bonds to stock at differ- 
ent rates may be easily determined 
through Table IV as a starting point. 
It is merely necessary to add $5,000 for 
each Y4 per cent. decrease in rate from 





17,509 


20,587 





(1) The profit on a switch from 314 
per cent. bonds to 314 per cent. 
stock for a company in the 8 per 
cent. capital exemption bracket 
shown in Table IV is 

(2) A switch from 31!4 per cent. 
bonds to. 5 per cent. stock is a 
11/4, per cent. adverse differential. 
$5,000 for each 14% per cent. 
makes a loss of 15,000 


$ 9,663 

Now, let us see what happens when 

instead of switching from bonds to 

stock, we go from stock to bonds. The 

figures are as follows for net annual 
(Please turn to page 429) 


$ 5,337 


(3) Net annual cost of switch is 








In presenting this paper, the writer is 
mindful of the fact that volumes have 
been written, and innumerable talks given 
on the subject of incentives by many 
noted engineers and economists. To at- 
tempt enlargement or improvement of 
these data would seem to be more or less 
a futile gesture. However, there is always 
room for discussion as to the proper plan 
to adopt, and the methods to be followed 
in its application to a particular industry 
or business. 

Existing restrictions covering industrial 
operations, utilization of manpower and 
the remuneration of workers, make it im- 
perative that management have positive 
assurance that the proper plan has been 
selected to fit the requirements of the 
business. In other words, management 
must be sure that conditions are such that 
operation of the plan will prove suc- 
cessful, and be productive of the desired 
results. 

Contrary to the minority of opinion, 
extra incefit#e plans are not an excuse 
for poor management; nor are they a sub- 
stitute for good management. They are 
designed to assist progressive manage- 
ment, by supplying another tool for use 
as an aid in increasing production, the 
reduction of costs, and increased net 
profit. 

Before discussing incentive plans gen- 
erally or in detail, it might be well to 
mention some of the conditions affect- 
ing the application of any type of plan. 
A complete and careful analysis should 
be made of all elements which may di- 
rectly or indirectly affect its operation. 
Among these are certain elements which 
should be definitely established, includ- 


ing: 


1. That a sound basis exists for measuring the 
content of the hour in output of men and 
machines. 

2. That existing plant layout permits a direct 
flow of materials, and work in process, in 
the proper sequence of operations; or is 
flexible enough to permit making changes 
as required. 

3. That plant operations be departmentalized 
in so far as possible, and adequate super- 
vision provided. 

4. That machinery and equipment is in first 
class condition, with provision made to 
maintain it in that condition. 


There are other items of preliminary 
work which must be completed before 
the actual installation of the plan, in- 
cluding: 

Job Standardization 

Time and Motion Study 

Production and Material Control 

Written Standard Practice Instructions 


Payroll Methods 
Reporting Time and Production 


Incentive Pay Plans 


By W. L. Allerton 


These elements will be discussed later. 

There seems to be no general agree- 
ment as to the proper term to be used in 
connection with incentives. They are 
known as compensation plans, incentive 
plans, incentive wage plans, and extra- 
incentive wage plans. The last named is 
the more accurate definition; however, in- 
asmuch as they are all intended to per- 
mit the earning of a bonus by the worker, 
we shall call them “Bonus Plans” for 
the purpose of this discussion. 


PLANS IN Two GROUPS 


Bonus plans of the incentive type may 
be classified in two groups—one as to 
application; the other as to degree of de- 
velopment. 

In the first named group are: 


_ 


. Individual bonus plan—one which con- 
siders the production of each individual 
worker, such as each machine operator per- 
forming a varied number of operations on 
the same machine. 

2. Group bonus plan—where output is meas- 
ured by the production of a group of work- 
ers. 

3. Supervisory bonus plans—those designed 
to compensate direct supervision, for in- 
creased production by his group or depart- 
ment; or his ability to reduce costs which 
are subject to his control. 

4, Executive bonus plans—designed to pro- 

vide extra compensation to executives. They 

are based on standards of performance in 
relation to results obtained. 


In the second group as to degree of 
development are: 


1. Formal plans—those based on definite stand- 
ards, after jobs have been standardized. De- 
signed to increase production, reduce costs 
and to increase the earnings of workers. 

2. Informal plans—those based on non-stand- 
ardized operations, such as value of plant 
output, net sales, and such. They are de- 
signed to increase production and earnings 
of workers regardless of cost. 

3. Temporary plans—installed in advance of 
formal plans, with the hope of obtaining 
an immediate reduction of costs. Use of tem- 
porary plans is not recommended. 


This discussion will cover only the use 
of formal plans. 





METHODS OF WAGE PAYMENT 


There are four principal methods, three 
of which offer incentives. They are: 


1. Workmen’s Time Base, or Labor Time 


Method 


Day rate plan E= DA X RD 
Straight hourly rate E= HA X RH 
Weekly wage rate E= WKS X RW 


This plan offers no incentive. 


2. Job Value Method—W ork given a definite 
money value per piece, per item, per job, 


In normal times, the market price of 
labor fluctuates so that unit costs are ad- 
versely affected. 

Piece rates are usually established from 
observation, rather than scientific study. 
Several plants making similar products 
often use the same schedule of piece 
rates; even though operating conditions 
may be entirely different from the plant 
where the schedule was originated. 

The use of the Job Value Method, or 
so-called piece work plan is not recom- 
mended. 


3. Job Time Method—Work evaluated on a 
standard time basis. Standard times are al- 
lowed in which to perform the job, or com- 
plete a given number of pieces or opera- 
tions. Bonus is paid for hours saved, or on 
the so-called efficiency rating of the worker. 

4. Profit Sharing—Percentage of net profit di- 
vided among the workers who make profit 
possible. Payment is made in the form of 
either cash, pension plans, life insurance, 
vacations, or all four. 


Method No. 3 with variations, is more 
universally adopted by industry for the 
payment of bonuses to direct workers. 

There are various methods in use for 
computing earnings and bonus under the 
standard time plan. Some divide the 
value of hours saved between the man- 
agement and the worker on a percentage 
basis; others allow the worker to take all. 

In this connection, it might be well to 
define savings, or hours saved. Time 
standards are set which allow a given 
time to complete a job, or they may be 
expressed in pieces per hour. On that 
basis, if the standard requires that the 








““MONEY MAKES THE MARE GO!” 


| 

| That aphorism of a by-gone day was forgotten by one generation 
| of industrial managers, only to be ““re-discovered” in recent years in 
| the development of incentive pay plans. This paper, presented by 
| Mr. Alierton at the July 20 meeting of the Dallas Control of The 
Institute, is a worthy study that deserves close reading. The author 
is production engineer of Pollock Paper and Box Company in Dallas. 


—THE EDITOR 
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iob, or a given number of pieces, be com- 

Jeted in 8 hours, and it is accomplished 
in 7 hours, the worker has saved one 
hour. The hours saved have a definite 
value to both the worker and to manage- 
ment. 

Years of study and research in the field 
of industrial management engineering 
have established the fact that the average 
direct worker on a straight day work 
basis, is performing at about 70 per cent. 


| of his productive ability, or 70 per cent. 


of task, 100 per cent. being considered 
as task; or a fair day’s work for the aver- 
age worker. Time standards are therefore 
set at task. Thus it can be seen that man- 
agement takes all the savings in bringing 
the workers from 70 per cent. productivity 
to 100 per cent. or task. 

Hours saved above 100 per cent., the 
point where bonus begins, usually go to 
the worker. 

A typical bonus plan where the savings 
ate divided between management and the 
wotkers is the Halsey 50-50 plan. Under 
this plan, the formula for computing 
earnings is as follows: 


Up to task — E = HA x RH 
HS 


Above task — E = HA plus a x RH 


Another similar plan is the Bedaux: 


Up to task — E = HA x RH 
Above task — E = HA plus 75% HS x RH 


Some examples of “worker take all” 
plans are: 


The Ordinary Production Bonus 


Up to task — E = HA x RH 
Above task — E — HA x (RH plus 20%) 


The Multiple Time Rate Plan Rates 

Up to 79% taskk— E—HAxRHL Low 

80 to 99% taskk—E—HAxRHS Second 
Low 

100 to 119% task — E—= HA x RHB Base 

Above 120% task — E = HA x RHH High 


The Sliding Scale Plan 
Based on the “efficiency rating” or productive 
ability of the worker 


Productive Ability Earnings Per Hour 
70% $ .50 
75% Pe 7 
80% 54 
85% 56 
90% 58 
95% .60 

100% 62 
105% 64 
110% 66 
115% .68 
120% .70 
125% 72 


Or to put it in another form, a 70 per 
cent. rating pays the base rate per hour. 
For each succeeding increase in rating of 
5 per cent., $.02 per hour is added to the 
base hourly rate. 

There are many other types of bonus 
Plans in use, some of which were devel- 
oped by engineers with systems to sell; 
such as the Bedaux Point System, or the 
Manit System. 

All are based on the standard time ele- 


ment, and they require varying amounts 
of clerical expense and record keeping to 
administer. Bonus plans having several 
conversion factors which are used in the 
final computation of earnings, bonus, and 
employee ratings are difficuit for the aver- 
age worker to understand. 

An example of such a plan is the 
Manit System. Time standards at task 
are set in terms of Man Minutes and are 
called ‘‘Manits.” To make the system 
flexible, there is a “‘set”” number of Manits 
per hour designated as task in determin- 
ing the Manit rating or productive ability 
rating of the worker. The set number of 
Manits per hour may vary from 60 to 75. 

Operation time standards are set in 
Manits per 100 or 1,000 pieces. 

To compute the earnings of workers, 
the following formula is used: 


RHB 


Rate per 100 Manits = ———__— pase 
Set Manits per hour 


Manits produced = 
Pieces produced  Manit standard 





Manits per hour = — Manits produced 
Hours on Manit work 
= Manit rating 
E=Non-Manit hours X RHB plus Manits 
produced X Manit rate per hundred Man- 
its 

A bonus plan such as the one just de- 
scribed, entails the use of a considerable 
volume of clerical effort, and extensive 
payroll preparation work in its operation. 

The present day trend is toward stream- 
lined operation in the conduct of all the 
branches of business and industry. 

There is a type of bonus plan which is 
fairly simple of operation, and is readily 
understood by the average worker. It has 
no name other than that it is known as a 
Standard Time Plan; in reality it is piece 
work on a time basis. It is the nearest 
approach to the simplicity of the ordinary 
piece work plan. Standards are expressed 
in terms of pieces per hour, and compu- 
tation of earnings is as follows: 


Production = Earned Hours 
Standard 
E= HE X RHB 
HE — HA = Bonus hours or hours saved 
HE ; ? dee 
aA = Employee’s productive ability 


rating; and indicates his performance in 
relation to task. Payment at the base 
hourly rate is guaranteed where the work- 
et’s rating is below 100 per cent. or task. 
This plan can be applied to an individual 
or a group, where production or output 
can be definitely measured. Application 
to groups is recommended wherever prac- 
ticable, for the reason that less record 
keeping is required; and that the mem- 
bers of a group are self-disciplining and 
require less direct supervision. 

For group operation, standards are usu- 
ally expressed in group production per 
man hour; and bonus earned by the 
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group, that is, payment for the hours 
saved divided equally among group mem- 
bers on the basis of the number of hours 
worked. Quality of product is maintained 
through deductions for errors or defective 
pieces produced. 

The clerical expense in connection with 
the maintenance of production and bonus 
records, where such records do not exist, 
will require the service of one clerk for 
approximately 100 workers. 

Production records of either individ- 
uals or groups are usually taken from 
daily time reports, designed to constitute 
a combined Daily Time and Production 
Report by operations. 

Before any bonus plan is applied to an 
industry or business, a thorough analysis 
should be made by some person qualified 
to do so, in order that the plan selected 
will meet the requirements of that par- 
ticular situation. The Standard Time 
Plan just described has been found to be 
the most flexible, and can be successfully 
applied to any class of workers whose 
output can be measured. 


EXPLANATION OF SYMBOLS 


E = Earnings 
DA = Actuaf Days 


HA = Actual Hours 
HS = Saved Hours 
HE = Earned Hours 


RHB = Base Hourly Rate 
RH = Hourly Rate 


Going back to some of the items previ- 
ously mentioned as preliminary to the 
actual installation of the bonus plan. The 
first of these is “Job Standardization.” 

“Job Standardization” is the process of 
determining, establishing, and recording 
the best method or means for doing a 
job, with the best of available tools and 
equipment, under existing operation con- 
ditions. In other words, no bonus plan 
should be applied to a job, operation, or 
process until it has been carefully studied. 
The study should establish a standard 
method of performance, which eliminates 
all waste motion, and sets up the sequence 
in which the various elements of the task 
are performed. 

If the preliminary work of standardiza- 
tion is not done, any time standards which 
may be set would mean practically noth- 
ing, because the employee will find short- 
cuts and run away with the standard. 
When this occurs, management is con- 
fronted with a serious problem, which 
has only two alternatives—one is the 
payment of high bonuses, and the other 
is to raise the production standards. 
Neither of the two provide a satisfactory 
solution, and the latter is vicious in its 
results. 

Job standardization is usually produc- 
tive of direct savings such as a reduction 
in the number of employees required to 
do the job, less floor space utilized, the 
use of a smaller number of machines of 
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improved type, an increase in production, 
and improved quality of product. 

Having established satisfactory operat- 
ing conditions, and the work of job stand- 
ardization completed, we are now ready 
to set production standards for the vari- 
ous operations. The simplest way to ex- 
press the production required is in pieces, 
or other units per hour. 

The methods used to determine stand- 
ard times—which are converted into 
units per hour are many and various. 
The methods most generally used to es- 
tablish time standards are: 


1. By observation 
2. By the stop-watch method 
3. Through micro-motion study 


The observation method is used for 
operations where the time required for 
performance is longer than a minute. 
Elapsed times are recorded from the read- 
ings of an ordinary decimal watch, and 
when a sufficient number of observations 
have been taken, analysis is made, and 
a standard established. 

The stop-watch method is used where 
the work is repetitive, and the various 
elements of operation require less than a 
minute to perform, The observed times 
are recorded for a minimum of ten ob- 
servations; analysis is made and a stand- 
ard established. 

Micro-motion studies are used by some 
authorities in the determination of time 
standards. This method has proved to be 
of value in setting standards for the op- 
eration of office machines and appli- 
ances, in large organizations having a 
continuous volume of work or usage. 
Motion pictures are taken of an operator 
performing the operation. A_ specially 
constructed clock with a rapidly moving 
hand, synchronized with the speed of the 
motion picture camera, is photographed 
along with the operator. These pictures 
are studied, elemental motions are segre- 
gated and timed, and standards built 
from the studies. The stop-watch method 
is the one most used in manufacturing 
operations. 

The procedure for the setting of time 
standards is somewhat technical and is 
outside the subject matter of this discus- 
sion. However, it should be remembered 
that the successful operation of a bonus 
plan is largely dependent upon the ac- 
curacy of the standards. 

The most important considerations in 
the setting of standards are: 

1. That the standards shall represent a defi- 
nite degree of difficulty of performance. 

2. That the standards set on different opera- 
tions in different departments shall repre- 
sent the same degree of difficulty of per- 
formance. 

3. That proper allowance be made for fatigue, 
delay and personal time; and other factors 
affecting output. 

4. That quality of product be maintained. 


Inaccurate standards are not fair to the 
employee if they demand too much of 
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him, or to management if it does not re- 
ceive a fair day’s work for the wages paid. 

When accurate standards have been 
established, it is necessary that proper 
use be made of them, through the medium 
of carefully designed time and produc- 
tion reports, which combine both time- 
keeping and production records, and pro- 
vide the data for preparation of payrolls. 

These reports reflect the performance 
of the worker in relation to standards, his 
daily earnings, and production. Their use 
may be extended to show labor cost vari- 
ations between actual and standard costs; 
by multiplying units produced by the 
standard unit cost, compared with actual 
hours multiplied by the base hourly rate. 

The extent to which materials control 
and production control methods are re- 
quired depends upon the nature of the 
product, and the necessity for scheduling 
production to meet anticipated sales re- 
quirements. Other preliminary work in- 
cludes: the necessary revision of payroll 
preparation methods, forms and procedure 
reflecting results obtained under the plan; 
such as actual hours, earned hours, saved 
hours, productive ability of individuals, 
groups and departments. 

Standard practice instructions covering 
each phase of operation of the plan should 
be prepared and distributed well in ad- 
vance of the installation date so that all 
concerned will have a clear understand- 
ing of all the details. 


RESULTS EXPECTED THROUGH THE 
APPLICATION OF BONUS PLANS 


Results actually obtained through the 
application of Bonus Plans accrue to both 
the employee and management. The em- 
ployee’s earnings are increased from 10 
to 50 per cent. 

When the plan is put into effect, there 
is an immediate increase in the produc- 
tive ability of the workers; the fact that 
standards exist is a clear notice to em- 
ployees that management knows what to 
expect in the way of production. 

To insure the attainment of results, the 
employee must have a knowledge of the 
standards in effect, and also that once a 
standard has been set beyond the trial 
period, it is not changed unless the opera- 
tion is changed. Thus he is free to go 
ahead and earn as much as he can, and 
if he can improve upon the method of 
doing the job, the savings made belong 
to him. 

A good bonus plan, properly installed, 
and based on standardized operations, 
will produce the following results: 

1. A savings in direct labor cost. 

2. A saving in indirect costs through the ab- 

sorption of overhead. 

3. Less supervision, due to the self-disciplinary 
effect of the bonus plan in maintaining 
employee interest in his work. 

. A reduction in unit costs. 

. Increased production. 

. Increased earnings of good employees. 

. A better control over operations for the 

benefit of management. 


WAU DR 





The successful operation of any bonus 
plan depends upon the effectiveness of 
management. Any plan, regardless of 
merit, or how well it may be installed, 
will fail in its operation, unless it jg 
properly administered. 

Having established standard direct [a. 
bor costs, through the application of a 
“standard time’ bonus plan, it would 
seem that the best method to insure con. 
tinuous and lasting benefit from its opera. 
tion, is to supply an extra incentive for 
the person having direct control over 
labor costs—namely, the department Fore. 
man. 

Such an incentive, and the amount of 
bonus to be paid should be based entirely 
upon the ability of the Foreman to main- 
tain the productive ability of the direct 
workers in his department at or above 
standard. Use of an incentive of this 
type results in increased production, and 
a minimum of variations in standard di- 
rect labor costs. 

Each department is analyzed separately, 
consideration being given to the number 
of employees supervised, and the degree 
of complexity of the Foreman’s job. A 
maximum amount of bonus is set, in re- 
lation to the amount of salary or earnings 
paid to the Foreman for a given period. 
The maximum amount of bonus is paid 
when all employees under his supervision 
make standard of 100 per cent. productive 
ability for the period. 

The following procedure 
how bonus payments are made: 

The maximum amount of bonus is 
divided into as many parts as there are 
employees under his supervision during 
the period. For each employee reaching 
standard, one of these parts is paid in 
full. 

For each employee who falls below 
standard, 5 per cent. of the part is de- 
ducted for each 1 per cent. below the 
standard. 


indicates 


Exam ple: 

Two foremen each having five em- 
ployees under their supervision, have pro- 
ductive ability ratings for the period as 
follows: 


DAP as rerets sti 127% MA kc sipse 112% 
‘SA Copa 119% es 109% 
Gicahn?. 102% ; ae 
Bs Scns 89% , Beer 96% 
| Daan See 78% | ae 92% 
Average 103% Average 103% 


It has been determined that the maxi- 
mum amount of bonus for these two 
foremen should be $20.00, therefore the 
part paid for each employee is $4.00. The 
foremen would be paid the full part for 
the first three employees in each depart- 
ment. For employee D, 55 pet cent. 
would be deducted; for employee E, 10 
bonus would be paid. In the other group, 
20 per cent. would be deducted for em- 
ployee Y, and 40 per cent. for em 
ployee Z. 
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The amount of bonus would be cal- 
culated as follows: 








ee $ 4.00 ON, $ 4.00 
a $ 4.00 :: Serene $ 4.00 
Cea $ 4.00 Ree = aka $ 4.00 
Ree $ 1.80 a $ 3.20 
Sr x's oa $ — : ae ee $ 2.40 
Total $13.80 Total $17.60 


As we have stated before, management 
is interested in getting all employees up 
to standard, up to that point management 
takes all the savings. Beyond that point, 
labor costs remain fairly constant for any 
increase in production. 

The bonus paid to a foreman should 
supply the incentive for him to build his 
poor employees up to standard, or let 
them go, and to maintain his force at the 
minimum number of employees. 

This plan seems to fill those require- 
ments. When an employee reaches stand- 
ard or exceeds it, the foreman need no 
longer worry about him; but for an em- 
ployee whose performance is below stand- 
atd, every increase in his efficiency means 
money to the foreman. 

When there are a number of em- 
ployees, some above and some below 
standard, the foreman may decide that a 
little extra effort on his part may enable 
him to reduce his force. In the case just 
described, if he can reduce his force by 
one employee, the remaining four are 
worth $5.00 in bonus instead of $4.00. 

Assume that each of these foremen re- 
duced the force by one employee, and 
there was no change in the productive 
ability ratings, computation of bonus 
would be as follows: 








| |e $ 5.00 Wire aiuey acre $ 5.00 
ee $ 5.00 ee Ae $ 5.00 
$ 5.00 DEA Aah $ 5.00 
ere $ 2.25 > Cee er $ 4.00 
Total $17.25 Total $19.00 


This plan can also be applied to super- 
intendents and department heads, using 
the ratio of earned bonus to maximum 
bonus by the foremen, to fix the amount 
to be paid. 

There are many other types of incen- 
tive plans for foremen and supervisors ; 
most of them are built around the ele- 
ments of cost which are subject to his 
control. For example, a plant manufac- 
turing abrasives has a high maintenance 
cost, and the foreman’s ability to reduce 
this expense, or maintain it at a fixed 
level, would be one of the factors affect- 
ing the amount of his bonus. 

In another type of plant having a high 
percentage of waste, the ability of the 
foreman to control waste within certain 
limits, would be one of the elements of 
cost which would determine the amount 
of bonus. Each situation should be ana- 
lyzed separately, and a plan evolved which 
will best fit that particular situation. 

Typical bonus factors which can be 
used in connection with incentives for 
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foremen, supervisors, and for certain ex- 
ecutives, include: 


Increased production. 

Maintenance of schedules. 

Suggestions or improvements. 

Housekeeping. 

Control of scrap or waste. 

Inventory levels and turnover. 

Earnings. 

Ratios of expense items to net sales. 

Savings between actual and budgeted 
expenses. 

Increase in net sales above quotas. 





BOND VS. STOCK FINANCING _ | 
(Continued from page 425) | 











savings from the retirement of $1 mil- 
lion of preferred stock and the issuance 
of the same amount of bonds, assuming 
the same interest and dividend rates: 
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an exception in the case of corporations 
which benefit from the provision of the 
law that limits the over-all tax rate to 
80 per cent. Space and technical phases 
involved do not permit a full discussion 
of this type of case. Suffice it to say 
that unless the effect of the borrowing 
is to reduce the tax below the 80 per 
cent. limit, the savings do not apply. In 
fact, the tax might in some instances 
even be increased by borrowing. 

On the other hand, in talking about 
profit or savings under the different 
methods of financing or refinancing, it 
is important to bear in mind that they 
are the clear savings or profit to the 
corporation after all taxes. They are the 
net additions to the corporation’s bank 
account. A saving of this type of $15,- 
000 is the equivalent of an increase in 
taxable income of over $100,000 for a 
corporation subject to excess profits tax. 
Furthermore, these savings or profits are 





























TABLE V 
meee ee ; And rate of excess ke If 
profits tax exemption exemption 
If annual on capital investment ts 1s figured 
dividend and on income 
interest are 8% 6% 5% method 
Per cent. Amount The annual net saving is 
$ $ $ $ $ 
3 30,000 625 5,175 7,450 1,650* 
3% 35,000 3,762 8,312 10,587 2,625 
4 40,000 6,900 11,450 13,725 6,900 
4% 45,000 10,037 14,587 16,862 11,175 
5 50,000 13,175 17,725 20,000 15,450 
5% 55,000 16,312 20,862 23,137 19,725 
6 60,000 19,450 24,000 26,275 24,000 
*Denotes additional cost. ‘ 
Again, it must be pointed out that annual. Measured in this light the in- 


the table applies where the dividend 
and interest rates are alike. If they are 
different, the effect of the refinancing 
may be found by the addition (or sub- 
traction as the case may be) of $1,863 
for each 14 per cent. of variation in rate 
to the figures shown in Table V for 
companies that figure their exemption 
on the capital investment basis, and 
$725 for companies on the income 
method. Thus: 


(1) The profit on a switch from 5 
per cent. preferred stock to 5 per 
cent. bonds for a company in the 
8 per cent. capital exemption 
bracket shown in Table V is 

(2) A switch from 5 per cent. stock 
to 314 per cent. bonds is a 114 
per cent. favorable differential. 
$1,863 for each 14% per cent. 


$13,175 





makes a profit of 5,589 
(3) Total annual saving from switch 
is $18,764 


What has here been said about pos- 
sible costs and savings on borrowings or 
refinancing will apply to the general 
run of corporations. There is, however, 


dicated savings or profits have a signifi- 
cance far beyond what appears from the 
bald figures themselves. 

All told, taxwise, bonds are ordi- 
narily way to the good over preferred 
stock. The bond advantage is likely to 
become even greater after the war, if, as 
is anticipated, the excess profits tax is 
then repealed. Preferred stock will 
lose the only tax hold it has in competi- 
tion with bonds, namely, its inclusion in 
capital investment for measuring ex- 
emption from excess profits tax. With 
the excess profits tax out, the real cost 
of servicing preferred stock will in- 
crease sharply. Bonds, on the other 
hand, will suffer only partially from 
such a change, as bond interest is in 
any event deductible for ordinary in- 
come tax and surtax purposes. 

Clear it is that corporations have the 
opportunity and responsibility to rein- 
ventory their capital structures and fi- 
nancing and refinancing program, in 
the light of the sharp impact and differ- 
ence in taxes in traveling one road 
against another. 





The war has resulted in fundamental 
and far-reaching changes. One of. the 
most promising changes, which I believe 
will grow stronger as time goes by, is 
the aspect with which management is 
viewing the position of the controller. 
Management has not changed its attitude 
merely for the purpose of glorifying the 
position, but because the men occupying 
these positions have demonstrated real 
value to their respective companies. No 
longer does management view the con- 
troller as a glorified bookkeeper or a his- 
torian. Management is now looking on 
the controller as a vital part of itself. 
This can be gathered from the fact that 
a number of companies have incorporated 
the position of controller into their exec- 
utive set-ups or have elected the man oc- 
cupying the position of controller to some 
other executive position at the same time 
retaining the title and duties of control- 
ler. There is also a trend to elect the con- 
troller to membership on the Board of 
Directors. In other words, the controller 
seems to be reaching his majority, he has 
become of age. 

Heretofore, one of the greatest weak- 
nesses of the controllers was the fact that 
his rights, privileges and powers were 
extremely limited. Now that he has dem- 
onstrated his ability to use wisely the 
powers formerly given, and with his hand 
so greatly strengthened, the controller will 
eventually develop into one of the most 
potent and powerful positions in a busi- 
ness concern. 

A great deal of credit must be given 
to the Controllers Institute of America 
for the esteem now being given to the 
position of the controller. That organiza- 
tion has worked long and hard to raise 
the sights of controllers to new concepts 
of accomplishment. However, I can not 
wholeheartedly agree with The Institute 
on its definition of a controller. To de- 
fine is in a large degree to limit and a 
controller can be of the greatest value 
only when he has the power and right to 
think out loud on any activity affecting 
the operation of his company. I realize 
the definition laid down by The Institute 
was formulated for the purpose of set- 
ting up minimum membership standards. 
Those who are familiar with the work of 
a controller realize that the definition 
is a base upon which to build. However, 
the danger lies with those persons not 
familiar with such work in formulating 
the idea that the definition marks the lim- 
its of a controller's rights and abilities. 

The position of the controller should 
be defined as broad as possible. About 
the broadest definition I can think of is 
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to define him as a financial executive. 
By raising the controller to the status of 
an executive, he becomes part of the top 
management. As top managements broad- 
est function is to center its attention on 
overall planning, it puts the controller 
in his rightful relationship. I believe the 
controller should be designated as a finan- 
cial vice-president, his rights and power 
designated in the by-laws of the company 
in the same manner as the rights and 
powers of the other officers are desig- 
nated. In such a manner, the question of 
what function a controller should per- 
form is automatically solved, possible 
friction among the executives eliminated 
and the position is adapted to the partic- 
ular needs of the company. I believe 
we will all agree that the controller 
should be adapted to the needs of his 
company, rather than the needs of the 
company adapted to the ability of the 
controller. The same theory can very 
readily be applied to all executive posi- 
tions. 

It has been customary in the past for 
the executive organization to be set up 
on the basis of financial interests. As a 


_general rule presidency represented the 


largest financial interest and other execu- 
tive positions represented lesser financial 
interests. The presidency also represented 
the highest degree of executive respon- 
sibility. Experience has taught us that al- 
though financial interests may be passed 
on to heirs, it did not necessarily mean 
that executive ability would also be in- 
herited by such heirs. 

We have therefore seen the growth of 
what might be termed professional man- 
agement through the placing of men in 
executive positions who may or may not 
have a financial interest in the company, 
but who have demonstrated executive 
ability. We see more and more the terms 
of executive vice-president, managing di- 
rector or general manager. These posi- 
tions are used to connote the responsibil- 
ity formerly placed on the shoulders of 
the President with the latter position 
along with the Chairman of the Board 
being gradually relegated to a position 
of honor. 






And in what executive position must 
the broadest viewpoint be obtained? | 
feel sure that we, as controllers, believe 
that our position demands a point of 
view broader than any other position. It 
is the only position in which every trans- 
action, regardless of character, leaves its 
mark. It makes no difference as to the 
amounts involved. The controller’s office 
may handle only the recording of the 
transaction. It may also audit, analyse and 
report the effects of the. transaction but 
in some manner, no matter how slight, 
no transaction escapes the controller’s of- 
fice. 

Other executive officers may conduct 
their affairs in such a manner as to bene- 
fit their function only, but the controller 
can never act selfishly. He must be in a 
position to weigh the effect of any par- 
ticular transaction to the business as a 
whole. Because the controller must of 
necessity have such a broad point of view, 
he will be the one person in the company 
who will have sufficient knowledge of 
the overall operations to be in a position 
to coordinate all its functions. The con- 
troller may or may not have particular 
technical knowledge regarding a certain 
operation, but he will be able to judge 
how the operation will affect the business 
as a whole. 


WuatT Ligs AHEAD? 


Now that the relative position of the 
controller in the executive organization 
has been determined, I think it apropos 
that we talk about some of the things that 
the controller will face in the postwar 
period. Before starting on that phase, 
I want it understood that I do not have 
the answers. My only purpose in dis- 
cussing these questions is to bring them 
to your attention with the hope that it 
will create constructive thinking. We 
rarely pick up a paper or a magazine 
but that we find some item about postwar 
planning. Most of these deal with tech- 
nical improvements, but we must realize 
these improvements will not be on the 








UNPRECEDENTED OPPORTUNITIES 


These are foreseen for corporate controllers by Mr. Bromberg in 
this paper, which he presented at the April 25 meeting of the Houston 
Control of The Controllers Institute. Mr. Bromberg is assistant con- 
troller of Levy Brothers Dry Goods Company, of Houston. 


—THE EDITOR 
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market for quite some time after the end 
of the war. However, the problems to be 
faced by the controller will be with him 
immediately that hostilities cease, in fact, 
some of them are already rearing their 
ugly heads. We as controllers, who have 
always advocated the idea of long term 
planning, should therefore immediately 
begin to plan how to meet these prob- 
lems. We hope they will not be too long 
in coming, for no matter how distasteful 
the reconstruction period may appear, all 
of us would like to see the war ended 
with despatch and a return to what we 
call normalcy. 

The change from an economy geared 
to the needs of war back to a peace time 
economy is going to be more difficult 
than the change from a peace time econ- 
omy to that dictated by the needs of the 
war. The change to war economy had the 
inspiration of patriotic fervor. When the 
time comes to reverse our positions, we 
will find selfish pressure groups cropping 
up all over and it is these which will make 
the transition a difficult one. 

As I have already mentioned, some of 
the problems which will have a vital 
post-war effect on the operations of our 
businesses are already beginning to come 
to the fore. An extremely vital one is 
that of the disposal of surplus materials. 
When this question was first encountered, 
we had only vague knowledge of what 
the term would include. We have since 
learned that the term will include durable 
as well as non-durable or consumer goods. 

A number of Defense Plant Corpora- 
tion contracts contain provisions giving 
the present operators an option to pur- 
chase the plant. Most of the options must 
be exercised within a short period of 
time and the operator must purchase the 
entire plant. If the operators of these 
plants are able to exercise their options 
and find it profitable to do so, all will 
be well. On the other hand, if they do 
not find it feasible to exercise their op- 
tions, they may find themselves in a rather 
unfortunate position for I feel confident 
that Congress will pass some kind of leg- 
islation to assist in disposing of these 
properties. We all realize that the values 
of these properties are highly speculative 
and for that reason. such legislation may 
provide for leasing with options to buy 
at the end of some predetermined period. 

On the other hand, if no orderly basis 
for the disposal of government-owned fa- 
cilities is arrived at, we may find ourselves 
faced with a rather vicious situation, that 
of competition from government plants, 
for there is too much money tied up in 
these plants to allow them to remain idle. 
Unless we keep careful watch over this 
program we may find new organizations 
mushrooming up, whose fixed costs are 
0 low that they will be able to operate 
ata cost much lower than those of com- 
panies who have been in their respective 
fields for years before the war. 
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The question of durable goods is not 
the only one to arise in this problem. We 
have every reason to believe that the 
armed services will have on hand millions 
or perhaps billions of dollars worth of 
consumers goods which will have to be 
disposed of at the end of the war. It does 
not take much vision to realize what 
would happen to the value of a mer- 
chant’s inventory or for that matter, the 
inventory of the processor, if this sur- 
plus is dumped on the market. Companies 
not in the retail field may sit back with 
the thought that is a problem for the re- 
tailer. We must however remember that 
our economy is not based on the efforts 
of one group only. The problem of the 
retailer is also the problem of the fab- 
ricator, the miner, the transporter and so 
on down. 


PREVIOUS CONFUSION 


I believe most of us remember the 
confusion caused at the end of World 
War I, when the government attempted 
to dispose of the surplus consumer’s 
goods by selling direct to the consumer. 
I don’t believe any of us would care to 
see that happen again and above all we 
have fought the idea of the government 
competing with private enterprise for 
years. We must never relax in that fight 
and we should work to see that these sur- 
pluses are disposed of through legitimate 
channels. 

Quite a bit has recently appeared in 
the press on the subject of reconversion. 
And from the preliminary announcements 
that have appeared, we readily see the 
lack of harmony on this subject. Even if 
reconversion was permitted in its entirety 
to certain industries, some companies 
would not be in a position to take advan- 
tage of the permission because their war 
contracts must still be fulfilled. To permit 
conversion to those in a particular field 
who have already substantially completed 
their contracts, places those who have 
not at a great disadvantage. This pre- 
sents a very knotty problem, as those man- 
ufacturers who have given their all to the 
benefits of war production should not 
be penalized because their contracts re- 
quire a longer time to fulfill. The W.P.B. 
is at present focussing great attention on 
this problem and we must watch every 
move with great care. 

Unfortunately there is a large group of 
our citizens who believe that the day the 
war ends, all governmental controls such 
as rationing, price control, materials con- 
trol and credit control will and should be 
brought to an immediate end. I am afraid 
that those who think along that line are 
due for a great disappointment. Even 
though we may begin the production of 
civilian goods before the war is officially 
declared ended, such production. will of 
necessity be somewhat limited. With such 
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limited production, it will be quite some- 
time after the end of the war before a 
balance is struck between supply and de- 
mand. To remove these restrictions im- 
mediately after the war is ended will cre- 
ate the inflationary condition some of 
these controls were designed to forestall. 
We will be faced with the peculiar situa- 
tion of operating under controls designed 
for a war time economy, although a state 
of war will no longer exist. As much as we 
may dislike these controls, sound thinking 
will convince us of the necessity and de- 
sirability of continuing these controls. We 
should, however, be on guard against the 
continuation of any one or all these con- 
trols after it is clearly indicated their need 
no longer exists. 

In order that manpower might be very 
readily attracted to war industries, wage 
rates rose rather rapidly. The average 
wage earner never thinks of wages in an 
economic sense, he only judges his salary 
by the number of dollars in his pay en- 
velope. When we return to peace time 
rates, we can expect to encounter con- 
siderable difficulty from labor, even 
though economically the earnings may be 
the same or greater. This problem is one 
which must be tackled with great care and 
is one full of danger. It can not be an- 
swered merely by arbitrarily setting new 
rates. To do so would only invite further 
interference by both organized labor and 
government. 

Another point which enters the post 
war labor picture is what to do about 
the female worker. There are more 
women gainfully employed at present than 
ever before in the history of our country. 
We realize that we tapped that source of 
labor supply as a necessity. We have 
found them to be very proficient in a lot 
of fields heretofore thought to be man’s 
exclusive domain. They have also ex- 
celled man in some fields. Now that more 
women have had the taste of independ- 
ence, it is problematical as to the num- 
ber who will be willing to give up their 
jobs after the war. True, a large number 
will be thrown out of employment because 
the particular plant in which they were 
employed will suspend operations but 
that does not eliminate them from the 
labor field. 


RETURN OF SERVICE MEN 


To add still further to the confusion 
of the postwar labor pictures, we must 
give consideration to the returning service 
man. Even if we did not have a legal ob- 
ligation to him, I feel we have a moral 
one. After all, it will be through his ef- 
forts and sacrifice that we win the war. 
He is the man who will have risked his 
most treasured possession, his life, so that 
we may continue as a free nation. But 
the solution to this question is not as 
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easy as it appears on the surface. We must 
bear in mind that the returning service 
man will have been out of contact with 
the business world for quite sometime. 
He will have visited places which for- 
merly were only names to him, and above 
all, he will have had a new and strange 
experience. His outlook and thinking will 
have been vastly changed. 

Experience with those returning serv- 
ice men who have already been mustered 
out, seems to indicate that it is rather 
difficult to jump immediately from the 
status of a service man to that of a civil- 
ian. Then too, the returning service man 
may have been succeeded by a man who 
has become of greater value to his com- 
pany than his predecessor. It will not be 
easy to release such a man and industry 
is going to have to find a place for both 
men, the returning service, because such 
is the law and his successor because of 
proven value. The original legislation pro- 
vides a job guarantee for only the orig- 
inal jobholder, but I am confident indus- 
try will give due consideration to his suc- 
cessor who may also have been called 
into the armed services. Although the 
language is not clear, industry must be 
on guard against too liberal interpreta- 
tions of the provisions in the Selective 
Service Act, for to do so would only in- 
vite more and stringent legislation. 

A great deal has been written and said 
about the coming era of prosperity which 
will visit our nation. Most of this is 
predicated on the facts that we will suffer 
little or no physical damage as a result 
of this war, that we will be practically the 
only nation with the necessary equipment 
and because we have always produced 
more than we can consume, we must look 
to foreign markets. But where is all the 
money going to come from? It must be 
borne in mind that during the recon- 
version period, most of our companies 
are going to sustain operating losses of 
considerable proportion. Also during this 
period a large portion of our population 
is going to be living off their savings ac- 
cumulated during the period of war pros- 
perity. While it may be true that a large 
number of companies are in line for post- 
war refunds on their excess profits taxes, 
the benefits from this source will not be 
realized for quite sometime after the end 
of the war. 

Then too, it is argued that the less 
carry over provisions will enable business 
to carry on during that period. If the loss 
is carried back, then the company is sub- 
ject to a refund, but if carried forward, 
it only lessens the amount of tax to be 
paid at a subsequent time. If the refunds 
are to be of real benefit, the Treasury 
Department must see to it that such mat- 
ters are handled with the greatest of 
speed, for it must be remembered that 
the tax on previous profits have already 
been paid and that the current operations 
are consuming more money than is com- 
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ing in. It therefore behooves every com- 
pany to examine its finances to insure its 
ability to withstand the strain of the re- 
conversion period. 

I do not believe any discussion of post- 
war problems would be satisfactory, un- 
less the question of taxation is brought 
into the picture. When the war is over, 
the enormous expenditures being made 
for armaments will cease. But does this 
mean that our taxes will drop? Personally, 
I don’t feel they will for quite some time. 

This war has already cost more money 
than any other war in the history of any 
nation. It was impossible to raise all this 
money through taxation and it was there- 
fore necessary to issue billions of dollars 
in bonds, which must eventually be re- 
deemed. The money to be used in the 
redemption of these bonds can be raised 
only through taxation. We therefore can- 
not look for any marked relief from fed- 
eral taxation until the amount of war 
bonds outstanding is substantially cut. 

Now let us look at what has been hap- 
pening with reference to local and state 
taxes. All during the war period, state 
and local authorities have refrained from 
making improvements or adding services. 
Except in isolated instances, there has 
been little or no reduction in these taxes. 
We all know that practically every state 
and city is at present busily engaged in 
setting up a program of postwar im- 
provements. If, without such expendi- 
tures, the state and local authorities have 
not been able to reduce their tax rates, 
then it is only logical to assume that 
when their planned programs are put into 
effect, they will find it necessary to ask 
for additional revenue. Undoubtedly, most 
of the money to cover these programs will 


Controller's 


The role of the controller in the postwar pe- 
riod was discussed at the May 24 meeting of 
the New York City Control of The Institute by 
A. W. Zelomek, economist of the International 
Statistical Bureau, Inc., and of Fairchild Pub- 
lications. Some of Mr. Zelomek’s pertinent ob- 
servations follow: 


It seems to me that the controller will play 
an important part in the success or failure of 
the individual firm in the postwar period. It 
is important to determine just what the con- 
troller’s greatest contribution can be. 

Certainly the controller’s ordinary func- 
tions will gain in importance as business ac- 
tivity expands after the reconversion period, 
as new products and techniques are devel- 
oped and as new markets are opened up. 
The question, however, is whether the con- 
troller cannot make a contribution over and 
above the normal. I believe that he can. 

This contribution will be one of steady 
realism. Businessmen are sometimes carried 
away by enthusiasm regarding future possi- 
bilities. Otherwise they probably would not 
be good businessmen. The controller, by the 
nature of his work, is less subject to the en- 
thusiasm of the production man over new 
products, or of the sales executive over new 
markets. 

Certainly, a realistic approach to all new 
problems will be essential in the postwar pe- 


be raised through bond issues, but these 
bonds must also be retired eventually, 

Controllers should therefore take it upon 
themselves to examine these programs 
paying particular attention to financing 
and redemption portions. If there appears 
any possible conflict between the redemp. 
tion programs of the Federal Government 
and the state and local governments, it 
will mean a rise in our taxes at a time 
when we can ill afford such a condition, 

Controllers should also continue their 
fight for the simplification of our fed. 
eral tax program, more particularly the 
income tax. Here we have a combination 
of four taxes all based on income. A 
gteat deal of confusion is caused by vir- 
tue of the fact that income is defined dif- 
ferently for each of these taxes, none of 
which agree with the definition of income 
in an accounting sense. Although a sim- 
plification of our tax structure may not 
reduce the amount of taxes, it will at 
least reduce the aspirin consumption of 
the controller. We should also strive to 
have all taxes levied at a point which will 
involve the lowest cost to collect and ad- 
minister. 

I realize how broad my subject is and 
that I have only lightly touched upon a 
few points. I also realize that all of the 
points are not wholly within the exclusive 
domain of the controller. It will be neces- 
sary that each company work out its own 
salvation. There are solutions to these 
and other problems which will arise in 
the postwar era and they can best be 
solved by the cooperative efforts of top 
management. As a member of this group, 
the controller of today has the opportunity 
to prove his value such as he has never 
faced before. 


Postwar Role 


riod. Domestic markets will be larger than 
before the war, but plant capacity has been 
expanded and competition in many fields will 
be severe. The problem is to choose the right 
products, the right markets and the right 
methods for the individual business. In the 
export field, allowance must be made for a 
period of political chaos lasting a year or 
two after the European war ends. Realisti- 
cally appraised, this may mean that your ex- 
port efforts should be concentrated in Latin 
American or other markets during the period 
when the competition of most European 
countries will be absent. It also means that 
your estimates of exports to European areas 
will have to be substantially scaled down. 

The controller, to the extent to which he 
assumes a policy-making function in the in- 
terest of maintaining realism, will also stress 
the development and expansion of sound eco- 
nomic research. Production managers, after 
the last war, were quick to see the need for 
technical research. As a result, the technique 
of production—both as to cost and type 0 
product—was enormously improved. With- 
out accompanying economic research, how- 
ever, distribution merely limped along. One 
of the big jobs in the next decade will be 
the perfection of general distribution policies 
that will parallel in their efficiency the mag- 
nificent record of production. 
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Shall Accountancy Be a Useful 
Tool or a Dangerous Weapon? 






By John C. Naylor, President of the Institute, 1943-44 


The answer to the question of 
whether accountancy or accounting shall 
be a useful tool or a dangerous weapon 
js now in the hands of controllers and 
public accountants. Much has been writ- 
ten recently about the possibilties of ac- 
countancy as a useful tool in helping 
management, but little has been said of 
the danger which lurks in the power 
which accountancy now wields and 
which it is about to wield in the future. 

Much has also been written about the 
potent social force which accounting has 
become in the interpretation, direction 
and control of our ever-changing na- 
tional economy. As more and more con- 
trol and supervision over economic ac- 
tivities have been exercised by the gov- 
ernment, it is apparent that accounting 
is an important instrument of regula- 
tion. Little has been said, however, as 
to the dangerous weapon which it may 
become if this control is not properly 
guided. 

I believe that I can best indicate my 
purpose in this article by making use of 
a very familiar illustration. When the 
airplane was invented it was heralded 
as one of the great inventions of all 
times. Time and distance were to be 
annihilated and the law of gravity de- 
fied in the rapid transportation of men 
and materials. Tremendous benefits were 
to flow from this invention. The war 
has shown, however, that as an instru- 
ment of destruction, it stands ready to 
destroy civilization itself. Looking for- 
ward, we can see that the nations of the 
world hold in their hands scientific 
force capable of blowing all civilization 
to bits. If we were to survive, our moral 
sense must keep pace with the enormous 
growth of physical prowess, and this 
physical power must be _ properly 
guided. 

So it is with the possibilities of ac- 
counting and the dangers which may 
arise from it. We have the power of 
regulation and control, but we must 
muster all the ability and good judg- 
ment we have if we are to guide this 
power wisely and see that it does not 
become a dangerous weapon and strike 
at the very heart of our business struc- 
ture. In order that we may make intelli- 
gent use of this tool, therefore, and have 
it work for the benefit of mankind, 
tather than for the destruction of busi- 
hess, and even civilization itself, let us 
consider seriously some of the possibil- 
ities, limitations, and dangers. 


POSSIBILITIES 


The possibilities of accountancy in 
serving as a guide for management, re- 
vealing losses before they become seri- 
ous, establishing production costs within 
the limitations of any particular plant, 
and the determination of marketing and 
financial policies are only a few of the 
many advantages which are known to 
all of us. 

We often boast of the valuable in- 
formation given management with re- 
spect to cost data and its importance in 
determining sales policies, budget data 
and its financial and overall importance. 
Have we ever thought how dangerous it 
is if we do not have correct informa- 
tion? Do we realize what a dangerous 
weapon we have in this information if 
the figures are not right, due to our fail- 
ure to properly handle the new situa- 
tions which will arise during the war 
and postwar period? The products se- 
lected for manufacture by companies 
and and the price structure set by them 
may determine the nature of future 
competition and whether a particular 
company will survive or fall. The work- 
ing capital provided will also have an 
important bearing upon the success or 
failure of the company. 


LIMITATIONS 


Even when properly used accountancy 
will have its limitations. Changing con- 
cepts from time to time make it urgent 
that we make certain at all times that we 
have the best answer for the particular 
problem of the moment. New situations 
are constantly arising and new tech- 
niques must be worked out to solve 





Annual Meeting 
Coverage 


Because the publication date for 
the October issue of “The Control- 
ler” coincided with the dates of the 
| Thirteenth Annual Meeting of The 
Controllers Institute of America, 
| the full account of the program is 
_ scheduled to appear in the Novem- 
_ ber issue of “The Controller.” Some 
of the papers and addresses pre- 
sented at the Thirteenth Annual 
Meeting will be carried in the No- 
vember and succeeding issues. 
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them. Social values are becoming more 
and more interwoven with accounting 
and legal concepts and it is more and 
more necessary to make certain that 
events and transactions are recorded in 
such a way as not only to serve business 
management but best inure to the public 
good. 

When improperly used, accountancy 
may become such a dangerous weapon as 
to rock the foundations of our business 
structure. This may come either from 
negligence in failing to keep abreast of 
the times and its changing economic and 
political conditions, or from a desire to 
use accountancy to further some social 
philosophy in an indirect way which it 
is not legal or practical to do directly. 


CONFUSION OF PURPOSE 


Sometimes these dangers arise from a 
confusion of purpose. Much has been 
written about the necessity of adapting 
financial statements to the particular 
needs at the time and the danger in us- 
ing a statement for the purpose for 
which it was never intended. This does 
not mean an .abandonment of accuracy 
or honesty of purpose, but merely a dif- 
ference of viewpoint. Many conflicting 
interests appear when an attempt is 
made to determine valuations for tax 
purposes, valuations for rate-making 
purposes, cost of production, whether 
out-of-pocket expense or so-called actual 
cost, and according to different methods 
and for different periods of time. 

The preparation of financial state- 
ments presents a. problem not only to 
the controller with respect to financial 
reports and statements which we must 
prepare for use primarily for the in- 
ternal staff, but also involves the ques- 
tion of public statements scibibdind by 
certified public accountants. More will 
be said about this later. 


CONFUSION OF NEEDS 


In addition to the confusion of pur- 
pose, there has been a confusion of 
needs. A development which has caused 
uneasiness is the prescribing on the part 
of regulatory commissions, accounting 
methods and principles which for the 
moment are applicable only to the util- 
ities, but which may find their way into 
the regulations and control of industrial 
concerns. It may well be that many of 
the principles of regulation and control 
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developed in connection with utilities 
may properly apply to industrial con- 
cerns and be willingly followed. This is 
not universally true, however, and great 
care should be used in applying these 
methods to industrial concerns before 
their implications are studied in every 
detail and the impact upon business 
pretty well understood. For the most 
part controllers, and public accountants, 
too, for that matter, have been inclined 
to regard the activity in these circles 
more or less a thing apart from that in 
industrial concerns, but there is every 
indication now that the public account- 
ants are aware of this danger and con- 
trollers would also do well to heed what 
is going on in these other fields. If these 
principles are applicable to industrial 
concerns and will serve a useful pur- 
pose, I am quite sure that controllers 
and financial men generally will go 
along with them. If they are not, they 
should be adapted to the particular cir- 
cumstances, thus removing what is gen- 
erally considered as a very dangerous 
weapon. By so doing, we may help 
even to save the private enterprise sys- 
tem which we prize so highly, and the 
existence of which is so important at 
the present time. 


CONFUSION OF CONCEPTS 


The confusion of concepts has also 
been a factor contributing to the dan- 
gers of accounting. Much confusion has 
arisen on account of the difference be- 
tween the statutory tax concept of in- 
come and expenses and the accounting 
concept of these items. Another differ- 
ence is the depreciation which is pos- 
sible by one company as related to its 
cost compared to that of another com- 
pany who may buy the properties of the 
first company either through statutory 
merger or payment of cash. Other dif- 
ferences are well known with respect 
to Renegotiation and Termination Set- 
tlements. Some of these concepts will 
never be reconciled as they are funda- 
mentally different, but it is not always 
the differences in concept which causes 
the difficulty, but rather the abuse of 
these principles and differences. 


CONFUSION OF UNCERTAINTY 


Another confusion which serves to 
make accountancy a dangerous weapon 
is the uncertainty and lack of confidence 
it can cause when not properly applied. 
I am thinking now of a decision of the 
Supreme Court which sometime ago 
held that the Wisconsin Privilege Divi- 
dend Tax was a proper and constitu- 
tional tax upon a corporation for the 
privilege of paying out dividends and a 
more recent decision on the part of the 
Supreme Court holding that this tax is 
not a proper deductible expense under 
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the Federal Income Tax Law as in effect 
the corporation was according to this 
opinion only a collector of taxes payable 
by the stockholder. The danger from 
differences of this kind are twofold; 
first of all, due to the difficulty of ascer- 
taining actual impact of the obligation, 
and secondly, due to the uncertainty 
which comes from having legal and ac- 
counting concepts so much in variance 
that the whole business world is unable 
to forecast in any measure the probable 
course which the Court decisions will 
take in the interpretation of present 
laws, or which Congress may take in the 
enactment of new laws. There is no fear 
or danger greater than uncertainty 
either in private life or in business and 
in considering the welfare and future of 
business and industry in general, we 
want to make certain that a dangerous 
weapon does not hang over our head 
solely on account of uncertainty. It is 
one thing to disclaim antagonism, but 





Proceedings Being 
Published 

The complete proceedings of the 
Thirteenth Annual Meeting of The 
Controllers Institute of America 
will be issued as early as possible in 
printed form and sent without 
charge to each member of The In- 
stitute. Non-members may order 
copies at $3.00 each. 











another one to remove the Sword of 
Damocles which may be hanging over 
business. 


Tax Laws 


So much for the nature of the dangers 
and the attendant confusion and uncer- 
tainty. Many actual illustrations may be 
cited, but mention of just a few will 
serve our purpose. For instance, there 
can be no argument either about the de- 
sirability or the necessity of having a tax 
structure which will provide the rev- 
enue necessary to carry on the present 
war and to provide the ever increasing 
services being expected and demanded 
by our citizens. But we should have a 
tax policy which insures certainty as to 
the amount, so that needed working 
capital may be ascertained and provided 
for. It should also place the least pos- 
sible burden on both individuals and 
businesses and alleviate hardships and 
inequities with the greatest possible in- 
centive to capital investment. 


GOVERNMENTAL YARDSTICKS 


Another thing which offers both pos- 
sibilities and dangers is the idea ad- 
vanced that accounting for Govern- 
mental operations of certain utilities 








may furnish a yardstick for comparison 
of efficiency for kindred operations con. 
ducted by private enterprise. T.V.A. op. 
erations is a case in point. Here again, 
accounting offers opportunity both as a 
tool and as a weapon. If the accounting 
is conducted on a sound basis and op- 
erations are handled on a strictly busi- 
ness basis, the yardstick may be a very 
valuable one. If on the other hand, al. 
locations of cost are either confused or 
are arbitrary in so many different public 
works, flood control, reclamation proj- 
ects, and such, the yardstick may become 
not only of little value but actually a 
deterrent in the stimulation of efficient 
private enterprise. 

Many have accused the government 
bureaus of inefficiency and bad faith, but 
recent developments along this line lead 
me to believe that aside from the politi- 
cal factors, which are always bound to 
be present at least to some degree, the 
personnel of the various Governmental 
units are just as anxious as we to have 
their accounting on both an accurate 
and efficient level. As a matter of fact, 
both the American Institute of Account- 
ants and the Controllers Institute of 
America have been approached with the 
request that they give considerable 
study to governmental accounting with 
the thought of making it more efficient 
and less expensive. It is a job wMiich 
staggers the imagination, but if we, as 
Controllers, can contribute both indi- 
vidually and as members of The Insti- 
tute in solving even partially problems 
only on the fringe of these govern- 
mental units, we will not only be doing 
a public service but may well keep ac- 
countancy working as a tool rather than 
as a weapon. 


SECURITIES AND EXCHANGE COMMISSION 


It is generally conceded that on the 
whole the regulations issued by the Se- 
curities and Exchange Commission have 
been sound in principle and fairly satis- 
factory in administration. We must al- 
ways keep in the background that the 
Commission came into existence at a time 
when its temper was bound to be some- 
what punitive and its purpose was to 
stress the punishment of offenders even 
more than to guide the much larger 
group of legitimate business activities. 
It should be borne in mind, however, 
that as time goes on and it has punished 
those who are guilty and has restrained 
those who are threatening, it should be 
very careful not to form a weapon 
which will strike at free enterprise and 
honest, progressive business operations. 
As controllers and other business groups 
make more contacts with the personnel 
of the Securities and Exchange Commis- 
sion and demonstrate to them that legit- 
imate business is perfectly willing to be 
regulated to the extent necessary to 


(Please turn to page 439) 
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DON’T TRY IT THIS WAY! 



































Siva, the Indian god with 
octopus arms, would be a 
little disconcerting to have 
around all day. Besides, 
writing checks and making 
out the payroll can be done 
with much less fuss! 

If you want a payroll 
method that will — 
Cut down the cost per check 


N.W. AYER & SON 


Cut down the time it takes to 
write checks and get them 
to your employees 


Cut down on record keeping 
— and help solve your man- 
power problem — 


Simply call your nearest 
Comptometer Co. represen- 
tative and ask for details 
on the Comptometer Check- 


COMPTOMETER 


ADDING-CALCULATING MACHINES AND METHODS 


and-Payroll Plan. There’s 
no charge . . . and he'll be 
happy to explain this quick 
and efficient method. The 
Comptometer, made only by 
Felt & Tarrant Manufactur- 
ing Company, 1734 North 
Paulina Street, Chicago 22, 
Illinois, is sold exclusively 
by the Comptometer Co. 


REG. U. S. PAT. OFF. 
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Upon the occasion of his formal introduc- 
tion, as President, to the members and guests 
of The Controllers Institute of America, at 
the annual banquet on October 3, 1944, in 
Chicago, Mr. Burbott presented the follow- 
ing observations: 


Contrary to popular opinion a Con- 
troller is subject to normal human reac- 
tions. I find myself at the moment with 
conflicting emotions; pleased to know 
that I was well enough thought of to 
have been honored by being selected as 
your next President; a little awed by the 
limelight; more than a little humble; 
and apprehensive of my ability to do 
full justice to the opportunity which 
you have given me. My membership in 
our Institute has meant much to me and 
I welcome the privilege of devoting to 
its interests during the year ahead, such 
ability as I may possess. I can do no 
less, since no Controller ever did or ever 
will run away from a job. 

It seems appropriate, as we commence 
our fourteenth year, to talk for a few 
minutes about the Controllers Institute 
of America, its accomplishments, and its 
objectives. It is unnecessary to dwell at 
length on the accomplishments of The 
Institute. It is well known to nearly 
everyone here that this organization has 
fostered and advanced, during the short 
thirteen years of its existence, a concept 
of Controllership that has spread rap- 
idly throughout American business. I 
am sure that at the inception of The In- 
stitute, not even Arthur Tucker nor the 
small nucleus of its original thirty-one 
founders fully understood the need for 
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this concept, nor foresaw the extent of 
its acceptance and implications. During 
these years, this concept has expanded 
the duties and responsibilities of the 
Controller until his office is no longer 
recognizable as that of the Chief Ac- 
countant of yesterday, who was only be- 
ginning to appreciate, in most cases in 
advance of his associates, the opportu- 
nities that lay ahead for him and for his 
business, awaiting only the time when 
the full Controllership function would 
be understood. During these years too, 
the title “Controller” has become well 
known to business management as des- 
ignating an essential individual in that 
management. ; 

Credit for this enlightened under- 
standing redounds to The Institute; 
more specifically to its officers, directors, 
committee members, national office staff, 
and those contributing to the activities 
of local controls. All have worked faith- 
fully and hard to bring into being a con- 
cept of the essential nature of Control- 
lership. 

While much has been accomplished, 
much remains to be done, and it is well 
that we stop and appraise the task which 
lies ahead. 

Since nowhere to my knowledge is 
the function of Controllership ade- 
quately defined, I for one find it im- 
possible to accept the premise that we 
have developed a complete concept of 
Controllership; the true inherent nature 
of Controllership and not the accidental 
Or apparent nature occurring through 
custom or careless and indifferent con- 
clusions. 

Much less have we succeeded in in- 
culcating understanding in those outside 
our ranks. As witness the following ad- 
vertisements which appeared recently 
on the financial page of one of our 
morning newspapers: “Wanted Con- 
troller; must have knowledge of stand- 
ard costs and Federal taxes.” 

Verily! Much remains to be done. 

Perhaps a word of caution in these 
troubled days would not be amiss. The 
war has forced upon Controllers many 
difficult tasks—some necessary, some 
not, but nevertheless inescapable. At 
this Annual Meeting, you are consider- 
ing these tasks as well as many which 
will follow in the wake of war, until 
economic balance has once more been 
restored. In this welter of confusion it 
is easy to lose our perspective and forget 
our purpose. 

That purpose, on the part of The In- 
stitute, is the further development, and 
the further inculcation of understand- 
ing, of the concept of Controllership. 


That purpose, on the part of individual 
members, should be the exemplification 
of that concept in their own jobs, within 
their own enterprises, and within their 
own spheres of influence. 

It would be well for us to briefly re 
examine this function of Controllership, 
lest in the maze of war and postwar 
concerns we lose sight of the necessity 
for its further development. 

I have already mentioned that it js 
impossible for me to accept the proposi- 
tion that we had developed a complete 
concept of Controllership. You, per- 
haps, question what I mean—what my 
concept 1s. 

Many of us take much for granted 
without making any rigorous examina- 
tion to arrive at underlying truths. | 
think so long as this is true, that our 
attitude and understanding may like- 
wise be superficial. But we have here 
something vital. Since in its essential 
nature Controllership rejects all arti- 
ficial boundaries, our understanding or 
concept of Controllership will deter- 
mine our position and our whole course 
of action. 

The development of Controllership is 
a repetition of the evolutionary process 
which man has experienced since antiq- 
uity; the main idea develops and action 
begins; with it all of the implied phases 
are created; soon these implicit phases 
become integrated into a finally evolved 
concept. 

In the beginning a Controller was de- 
fined as merely an officer appointed to 
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check the propriety of expenditures. 
Later the implicit relationship of prop- 
etty with money brought under his 
stewardship all property, and soon all 
assets, tangible and intangible, were in- 
cluded. 

To maintain proper stewardship it be- 
came necessary to create and maintain 
the necessary mechanism to record the 
use and disposition of the assets in the 
custody of that stewardship. 

To that early stewardship no respon- 
sibility attached for the preservation or 
conservation of those assets.. The func- 
tion was limited to that responsibility 
which assured only that transactions 
concerning their use and disposition 
were accurately recorded and that all 
these transactions were conducted in ac- 
cordance with the orders of constituted 
authority. At this point therefore, Con- 
trollership as a concept was that of a 
simple recording and policing function. 

The next stage in the. evolution was 
that which marked the emergence of 
Controllership from mere record keep- 
ing. Naturally, during the earlier stages 
the techniques of accounting had be- 
come a part of the specialized knowl- 
edge of Controllership. It was equally 
natural as accounting devices became 
more and more complex that their in- 
terpretation should become an implicit 
and indivisible element of the function 
of Controllership. Therefore, to the al- 
teady existing function of record keep- 
ing was added the requirement of ana- 
lytical discernment. 

At first the need for analytical percep- 
tion was limited to the interpretation of 
records for the purpose of explaining 
the causes for results, but they failed to 
reveal all the true causes and further 
gave no clue as to what might reason- 
ably be expected to happen in the fu- 
ture. It then became plainly evident 
that a higher faculty of analysis was re- 
quired along with more highly devel- 
oped facilities for explaining the past, 
projecting a future course of action and 
predicting its probable results. 

At this stage, the function of Control- 
lership takes on a more distinguishable 
character. It advances from the early 
notion of the task of policing expendi- 
tures and acting as custodian of assets, 
to embracing a definite responsibility 
for the preservation and further en- 
hancement of those assets. Here the 
controls set up for the policing job be- 
come extended to embrace controls to 
ensure the effective and efficient use of 
assets. Such controls embody the fa- 
miliar budget procedures and other co- 





EDWIN W. BURBOTT 


Controller and director of A. B. Dick Com- 
pany, Mr. Edwin W. Burbott, the newly 


ordinating devices governing all opera- 
tions. 

Controllership is mow passing over 
the threshold from a passive function 
to one of vital action. 

The implicit relationship created by 
the definite responsibility for the preser- 
vation and enhancement of assets re- 
quired that there be brought into Con- 
trollership a direct and intimate infu- 
sion in management, and the ingener- 
ated concernment in technological, eco- 
nomic and political forces. 

What I have said about the intrinsic 
nature of Controllership has, to save 
time, been stated in abstract generaliza- 
tions. It must be understood that the 
evolutionary steps recited did not occur 
in the specific divisions given or neces- 
sarily in that chronological order; nor 
with the definiteness which is deline- 
ated. 

It has been a confused and conflicting 
evolution, but it has been portrayed in 
this manner because examination will 
show that it resolves into such dissec- 
tion. 

Careful examination of the statements 
will reveal that the concept is not yet 
complete, although the development of 
all contemporary techniques, devices, 
and knowledge may be traced. 


elected president of The Controllers Institute 
of America, has had a long and varied career 
in the worlds of business and accounting. 
Born in Appleton, Wisconsin, on September 
14, 1890, he received his education in Apple- 
ton and later pursued accounting studies at 
Northwestern University. 

Mr. Burbott’s early business experience in- 
cluded a period of five years in the Account- 
ing Department of the Illinois Steel Company 
at South Chicago, and he subsequently served 
as secretary to the late Mr. Edward M. Hagar, 
formerly president of Universal Portland Ce- 
ment Company, during his connection as 
president of the Simplex Automobile-Wright 
Martin Company and the American Interna- 
national Steel Corporation, a subsidiary of 
the American International Corporation. 

In March, 1921, Mr. Burbott joined A. B. 
Dick Company, of Chicago. He is a member 
of the Union League Club of Chicago and 
lives in Winnetka, Illinois, with Mrs. Bur- 
bott and their two children. 

The new president of The Institute has 
been a member for more than ten years, hav- 
ing been elected to membership on May 21, 
1934, and thereby being holder of Member- 
ship Certificate 316. He has served on the 
National Board of Directors of The Institute 
since September, 1942, at which time he was 
also chosen a vice-president of the organiza- 
tion, a post he held for the succeeding two 
years until his election to the presidency. He 
was president of the Chicago Control of The 
Institute during the 1941-42 term. 





Up to this point I have considered the 
concept of Controllership as it relates to 
the conduct of private enterprise con- 
trolled only by the free play of tech- 
nological and economic forces. 

To the concept of Controllership 
must now be added the next implicit 
phase, brought into being by legislative 
and sociological controls. To carry out 
the function of preserving and enhanc- 
ing assets, Controllership must assidu- 
ously inquire into the effect which eco- 
nomic and political influences will have 
upon present and future legislation and 
sociological concepts and their effect 
upon the national economy and partic- 
ularly private enterprise. It is not sufh- 
cient that Controllership passively ex- 
plain the convictions reached through 
these inquiries, but rather it must give 
cogent voice to these convictions in the 
deliberations of management to the end 
that they be integrated into sound pol- 
1cies. 

From what I have said you can see the 
development of accounting from early 
elementary bookkeeping to its modern 
scientific stature used throughout indus- 
try and commerce; the evolution of the 
highly developed methods and proced- 
ures in business for the coordination of 

(Please turn to page 458) 
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WAR CONTRACT TERMINATION PROBLEM 


If your business has war contracts, you 
should be informed as to the provisions of the 
new “Contract Settlement Act of 1944." This 
: legislation authorizes banks to make “T-Loans" 
to war contractors. 

The Philadelphia National Bank has served 
its customers and those of its correspondent 
banks in financing war production and looks 
forward to supplying interim financing to war 
contractors, pending final settlement of claims. 

We shall be pleased, upon request, to fur- 
nish a copy of the Act and discuss its provi- 
sions or any termination financing problem 


confronting you. 


THE PHILADELPHIA 
NATIONAL BANK 


PHILADELPHIA 1, PA. 














































“TO AN UNFLAGGING 
LEADER AND BUILDER” 


Preceding the formal opening of the 
Annual Meeting of The Controllers In. 
stitute of America, a special dinner on 
Sunday evening, October 1, 1944, in the 
Stevens Hotel, honoring The Institute's 
president, Mr. John C. Naylor, who was 
completing his term. of office on that oc. 
casion, heard the following tribute read 
at that time: 


“It is the prerogative of controllers to 
analyze and evaluate, and to put per- 
sons, facts, trends, and accomplishments 
into their proper-relation so as to de- 
velop a complete picture. We, the off- 
cers and directors and committee chair- 
men of the Controllers Institute of 
America, and officers of Controls, have 
exercised that prerogative, having ob- 
served in action the man who served as 
our leader during this third year of war, 
Mr. John C. Naylor, and have formu- 
lated our judgment, which we are happy 
to inscribe on the record at this time, 
and to communicate to our retiring 
President. 

“Two problems confronted our leader 
when he took over the presidential re- 
sponsibilities: First, to serve Institute 
members by helping to interpret and ap- 
ply new wartime legislation and teg- 
ulations in addition to the many other 
ways embraced in The Institute’s normal 
program; second, to build, in the midst 
of war's excitements and upheavals, a 
larger, stronger Institute, thus to make 
its services available to a wider circle of 
qualified men. How well our leader met 
those problems is indicated by the rec- 
ord of the year’s accomplishments, 
which is set forth elsewhere, through 
the usual channels. 

“To provide more service than ever 
to members, and to add more members 
and more Controls to The Institute's 
lists than had been recorded in any 
previous year, called for unflagging zeal 
and devotion to The Institute’s affairs. 
These qualities our leader brought to 
bear without stint. More than sixty days 
and nights on railroad trains and in 
hotels, more than forty-one thousand 
miles traveled—these constitute a con- 
tribution of no smail moment to the 
building of a greater organization and 
to a widening of its successful operations. 

“Our deepest appreciation goes to our 
retiring leader. It is a pleasure to ex- 
press it thus formally, but with warmth 
and feeling which are commensurate 
with the geniality and friendly de- 
meanor which have marked his relation- 
ships with all of us. His enthusiasm, in- 
spiration, courage and indomitable spirit 
will leave a long lasting impression on 
our minds and hearts, as well as on out 
Institute. May the years ahead for him 
be happy, healthy, and continuingly 
fruitful.” 
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avoid fraudulent and dishonest practices but 
that it wants the Commission always to be 
mindful that these regulations should not 
constitute a strait jacket for the legitimate 
transactions of concerns, we should move for- 
ward to the more satisfactory goal of regula- 
tion sufficiently wise and efficient to make 
punitive action unnecessary or at least very 
seldom. 

This goal involves not only confidence in 
each other, but also agreement as to accounting 
concepts, preparation of statements, and full 
disclosure. It seems to me that this is not too 
high a goal to set, and as we make progress 
in other lines, such as definite and accurate 
accounting concepts and reconcile legal concepts 
with them, we shall be justified in being op- 
timistic for the future. 

The same thing applies with respect to all ac- 
counting methods and principles worked out by 
any governmental bureau or department in an 
effort to control and regulate our present com- 
plicated civilization. 


PuBLic AUDITS 


All of the dangerous weapons do not strike 
at controllers and public accountants from the 
outside. We sometimes fail to present a united 
front which is frequently misunderstood by 
governmental Agencies and causes them to won- 
der just what consideration should be given to 
our opinions. Much of the misunderstanding 
arises from a confusion in the preparation of 
financial statements as mentioned earlier in this 
article and it seems to me that we might well 
consider seriously and critically the kind of 
internal statements which should be prepared 
by the controller and just how far Public Ac- 
countants should go in the preparation of the 
annual audited statements. There is, of course, 
always room for argument as to just how far a 
public audit should go. Certainly it should be 
extensive enough to vouch for the accuracy of 
the figures presented and guarantee against any 
huge fraud. But it should not be extensive 
enough to satisfy requirements for all purposes. 
To have it so would make it cumbersome, ex- 
pensive, and a waste of manpower. We should 
rather rely upon the judicious selection of im- 
portant information required and full state- 
ment in the necessary qualifications of what has 
been omitted. Certainly the auditors should go 
far enough to satisfy themselves as to the state- 
ments which they certify to be correct. On the 
other hand, they should not attempt to go far 
enough to accept responsibility for the numer- 
ous and conflicting interests of various parties 
—creditors, stockholders, management, etc. 
Aside from the monetary expense involved, 
such detailed audit would certainly serve as a 
deterrent to the free and efficient conduct of 
business. 

With respect to audit qualifications it would 
seem much better to have statements properly 
qualified when necessary than to burden the 
client with useless bother and expense. It is, of 
course, absolutely necessary to make full dis- 
closure of all facts and estimates by positive 
statements and equally full disclosure by appro- 
priate qualification of what has not been done. 

for some other purpose, or for some other 
agency, additional information or investigation 
is desired, let such additional arrangement then 

made. 

To expect controllers or public accountants 
(0 show in one statement and report all in- 
formation which might be required by our vari- 
ous governmental bureaus, investors, creditors, 
and others, is just as impossible as it is for an 
individual to start out on a trip prepared at 
the same time for wet and dry weather, hot and 
cold temperatures, and formal and informal oc- 
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casions. It just isn’t practical; it is not even 
possible. Let us decide what we are going to 
do and do it, showing honestly and accurately 
what we have done. If more should be done 
later, do it. 

The same thing applies to statements and 
reports made for internal control. A _ tre- 
mendous portion of the overhead burden of the 
average company office should be eliminated if 
reports were turned out so as to give only the 
information which is needed at the time, rather 
than to allow reports to gather size as a snow- 
ball as they roll along during the years. 


THE MAGICIAN BECOMES MODEST 


Public accountants have frequently been con- 
sidered as a combination of Sherlock Holmes, 


Alphabet Soup 


but very nourishing! 


“Our CPA did a PCA with MM that 
will eliminate a lot of JACK,” said the 
VP in chg of Acctng. “Excuse tt, please. 
Must be the Washington influence!” 

"Does it make sense, or do I need a 
directive?” asked the Old Man. 

“Oh sure—Our brainy accounting 
chief putina Production Cont rol Analysis 


with McBee methods that saves a lot of —” 


"Jack. I know that one. Money,” said 


the Old Man. 


and Kicking. Probably save money, too, 
if you want to be mercenary about it,” 


satd the VP. 


That CPA knew McBee. McBee 
knows how to get information to man- 
agement more quickly, more easily, 
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Solomon, and Houdini. To anyone not skilled 
in figures, even the controller may present a 
certain element of amazement. We- must be 
careful, however, not to claim too much of this 
magic, as that might be unfair not only to ac- 
counting and financial men but to the public. 
Early in the history of the Securities & Ex- 
change Commission, Mr. Jerome N. Frank, then 
Chairman of the Commission, cautioned us 
against this danger. He stated that we should 
make certain that too much reliance is not 
placed on a particular figure, such as book value 
per share or earnings per share for a particular 
period. Conditions within a company’s business 
may remain the same, but outside circumstances 
may change. Again, intangible things exert a 
tremendous influence. Men are important assets 
(Please turn to page 440) 






more accurately, and usually at lower 
cost... organize essential facts for all 
departments concerned . . . streamline 
and short-cut records and reports... 
reduce all copying and complexity . .. 
eliminate errors and excess clerical 
effort from clock card to the operating 
statement, move ticket to balance sheet. 


McBee reports are visual, can be 
reconstructed at any step, are usable 
without expert personnel . . . McBee 
methods and products are simple and 
practicable, proven in thousands of 
companiesonproductioncontrol, labor 
distribution, personnel, inventory, sales 
analysis, voucher distribution, research 
and statistics. Find out more about 
McBee now. Call any office... 


COMPANY 
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in the efficient functioning of a business and a 
study of the management is just as profitable to 
4 prospective investor as a study of the financial 
statement. An uninformed, dishonest manage. 
ment can soon ruin a business with fine Oppor- 
tunities, while on the other hand a wise and 
stable management can make a success out of a 
business with less possibilities. 

Let us therefore modestly do our part of the 
job and make no pretense as to the other things, 
A good lawyer, in giving opinion as to title of 
real estate, always indicates that his opinion 
has been based on an examination of abstracts. 
This does not indicate his desire to shirk his 
responsibility, but merely to indicate a clear 
picture of what has been done. By the same 
token accounting and financial men should not 
attempt to dodge the responsibility either with 
respect to things done or not done, but should 
attempt to use discretion and wisdom in the 
selection of things to be done, making full ex. 
planation as to the work covered, and full dis- 
closure with respect to any doubtful point. In 
this way anyone observing the statements can 
make use of the financial information presented 
in them, but not be misled into believing that 
it is anything but one of many factors which 
should be given proper consideration. 


HONESTY OF PURPOSE 


Much emphasis has been laid of late on the 
necessity of honesty of purpose on the part of 
controllers and other financial men in the 
preparation of statements. This is absolutely 
necessary if we are to maintain the high pin- 
nacle of popularity which business has achieved 
during the war. It is equally important that 
governmental bureaus, regulatory commissions, 
and such, which have the power of life and 
death over industrial concerns be scrupulously 
careful in avoiding the charge that their ac- 
tion is sometimes based not so much on the 
merits of the case as on their desire to further 
a particular philosophy of business or accom- 
plish a certain goal in an indirect way which 
cannot be done in a direct way. Such charges 
have been made, but fortunately they are in the 
minority and even then can very ‘seldom be 
definitely proven. It would be a serious thing 
for business however, to have that feeling gen- 
erally prevail just at a time when more and 
more controls are necessary and more and more 
mutual confidence is required. Without the 
proper attitude and mutual confidence, it is go- 
ing to be very difficult to devise plans to solve 
our complicated problems. Many specific in- 
stances requiring the mutual confidence and 
honesty of purpose might be cited, but I think 
two are sufficient. One is the governmental op- 
eration of large projects such as that of the 
Tennessee Valley Authority. The other is the 
supervision of industrial concerns by various 
Regulatory bodies. 


WHEN SHOULD NEW PRINCIPLES 
BE CHALLENGED? 


There is no doubt that accounting is well on 
the way to becoming even a more important 
implement of the regulatory progress than 
either the legal or engineering concepts and it 
is up to us as-controllers to be aware of the 
ultimate import of the increasing regulation of 
our industry and adjust our thinking to the 
trends, regulations, and techniques being em- 
ployed. Sometimes the prescribed accounting 
may seem sound for the problems of the partic- 
ular company under consideration; at other 
times it may be felt that the regulation or 
prescribed accounts have no foundation in ac- 
counting theory or practice and may well run 
counter to concepts which by trial and error 
have been found to be sound. Someone may 
well inquire as to whether it is necessary to do 
anything at this time or whether it is more ad- 
visable to await future developments. To me it 
seems that it is much more important to discuss 
and consider trends and inclinations than it 1s 


(Please turn to page 458) 
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@ Federal tax changes are always fraught with uncertainties—and the new federal income 
tax withholding requirements are no exception. Such far-reaching developments stir up ques- 
tions and doubts and problems that must be settled—and settled correctly, soundly, if mistakes 


and troubles, delays and difficulties are to be avoided. 


®@ But sound, dependable answers to the puzzling questions involved in ‘‘withholding’’ and 
other significant federal tax changes call for a sound, dependable source of continuing facts 


and guidance . . . and here it is! 


® Week after week, each issue of FEDERAL TAX GUIDE REPORTS swiftly, faithfully hurries 
to subscribers the last word, the newest development, the latest twist and turn of events in 
federal taxation—of interest or importance in the everyday conduct of business and personal 


federal tax affairs. 


® For CCH’s FEDERAL TAX GUIDE REPORTS spans the whole work-a-day world of federal 
taxation for revenue—statutes, regulations, rulings, court and administrative decisions, returns, 
forms, reports, instructions. Pertinent full texts, filled-in forms, detailed explanations, editorial 
comments and suggestions—plus a wealth of friendly hints, tips, knacks, and pointers, from 


week to week, make clear exactly what to do, and how and when and why. 


® Concise, compact, understandable, here is the dependable reporter on the federal taxes of the 
ordinary corporation, the average individual, partnership, or business. Loose leaf Compilation 
Volume and matching Internal Revenue Code Volume included without extra charge to start 


new subscribers off on the right foot. 


COMMERCE) CLEARING; HOUSE; ING, 


PUBLISHERS OF TOPICAL LAW REPORTS 


NEW YORK 1 CHICAGO 1 WASHINGTON 4 
EMPIRE STATE BLDG. 214 N. MICHIGAN AVE. MUNSEY BLDG. 
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Abolition of Federal Corporate Income Tax 
ls Proposed in Report 


Recommendations for a national fiscal, mone- 
tary and tax program, which would help to 
maintain postwar high employment under 
private enterprise, while providing a reliable 
money system, banking structure, and credit 
mechanism, were made public on July 24 in 
a report by Beardsley Ruml, Treasurer of R. H. 
Macy and Company, and H. Christian Sonne, 
President of Amsinck, Sonne and Company. 
The report, ‘Fiscal and Monetary Policy,” was 
prepared for the use of the Business, Agricul- 
ture and Labor Committees on National Policy 
of the National Planning Association, which 
issued the report. 

The report, whose authors are both mem- 
bers of NPA’s Business Committee, covers six 
major, closely related aspects of national fiscal 
and monetary policy: The Federal Budget; Tax- 
ation; Public Disbursements, Public Works, 
and Public Loans; Monetary Policy; Savings 
and Investments; and Foreign Investments. 
Following specific suggestions for policies 
under each of those headings, which would fit 
into a broad, internally consistent national 
policy, are recommendations for administration 
in the government agencies which have re- 
sponsibilities in this field. 

The Ruml-Sonne report rejects as “unrealis- 
tic the possibility of a neutral budget policy,” 
and adopts the alternative policy: “federal ac- 
tion through budgetary operations, when requi- 
site to maintain adequate effective demand, 
and thereby to contribute to the attaining of 
high employment.” The budgetary policy rec- 
ommended by Messrs. Ruml and Sonne accepts 
the existence of budget deficits in times of un- 
employment. It does not contemplate the need 
for permanent budget deficits, but foresees pub- 
lic debt retirement in periods of over-expan- 
sion of private business activity. It would in- 
volve the use of reduced taxes as a means of 
stimulating purchasing power, and a public 
works program timed to stabilize the con- 
struction industry. 

A balanced budget is recommended at some 
agreed upon level of high employment and 
production. Messrs. Ruml and Sonne take, for 
purposes of their discussion, the employment 
of 55 million persons in the year 194X, at 
40 hours a week, producing about 140 bil- 


lion dollars of money income payments to 
individuals at 1943 prices. They suggest the 
amortization of the national debt when this 
level is exceeded, but not before; pointing out, 
however, that the budget should be balanced in 
an economic sense as well as a financial sense. 

On the basis of these assumptions and their 
recommended program, tables are presented in 
an Appendix suggesting how the federal 
budget might look in an early postwar year, 
but after substantial progress in reconversion. 


Federal Budget Expenditures 


(In 
Billions) 
Unallocated and Miscellaneous...... 3.15 
TEETESEIOII IED 6 one ieecein's 0 1a seve. s:aiatets 55 
Paitiintyrane DIAVAL © 5.0". c.. S0raj055.<022008 5.0 
WEORRMD Wien oa cree nae 6 wee eos 2.0 
PICT E Oot; sks via eae 4e 1.0 
All other Government expenses...... 2.0 
Foreign Reconstruction & Development 
EO GS en RAAT Ss apr At pd 25 8 = 1.0 
$18.0 
Federal Budget Receipts 
(In 
Billions) 
Individual Income Tax............. $13.0 
ce ke ie ARCs Sago See eee emer 3.0 
Corporation Franchise and Retained 
RCI OS lose oa sie ote isis 01d wsscane ogee 1.0 
bial (Gel OSM oc n st ccic @-2s Saulsln soe 0.5 
Tariff & Miscellaneous............. 0.5 
$18.0 


Emphasizing that “management, whether in- 
dustrial, commercial, or agricultural, in general 
should be permitted to conduct its business 
affairs free of federal income tax considera- 
tions,” Messrs. Ruml and Sonne recommend 
the abolition of federal income taxes on corpo- 
rations. 

Abolition of this tax, they believe, will tend 
to lower prices, increase wages, do away with 
double taxation, encourage the distribution of 
earnings as dividends, and do away with the 
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distortion by tax considerations of business 
judgment. 

A small franchise tax of 5 per cent. on cor. 
porations is suggested, which would repre. 
sent “the value of doing business in corporate 
form.” 

The principal source of federal revenue, the 
authors believe, should be a graduated progres. 
sive individual income tax. A table in the 
Appendix shows the schedules of their pro. 
posed personal income tax (reduced from 
present levels), which would yield the 13 bjl- 
lion dollars required in their 18 billion dol- 
lar budget. 


With an exemption of $500 for each tax. 
payer and each dependent—including husband 
or wife, normal tax rates begin at 16 per cent, 
on net income. A surtax begins at 1 per cent, 
on $2,000-$3,000 net income, rises to 4 per 
cent. on $4,000-$5,000 net income, then gradu- 
ates to a ceiling of 50 per cent. on all net in. 
comes of $250,000 and over. 


No general sales tax is proposed, since it 
generally tends to be deflationary and, there- 
fore, harmful in periods of low consumer 
spending. The authors believe that excises 
should be retained on tobacco, liquors, and 
perhaps on gasoline, at approximately present 
rates “to provide a deflationary anchor to wind- 
ward.”” Other excise taxes, they say, should be 
abolished. 

Social security financing should be revised, 
according to Mr. Ruml and Mr. Sonne, to stop 
building reserves at times of under-employ- 
ment. 


For federal old-age insurance, taxes sufficient 
to meet the then current disbursements should 
be levied, and no more, “If in any period 
revenues exceed disbursements, the tax rate on 
old-age insurance should be lowered, or the 
benefits and disbursements extended, or both.” 
Unemployment insurance rates “should be set 
to produce income to balance outgo at high 
employment, and reserves should accumulate 
only after we have reached high levels of em- 
ployment and production. 


Calling for coordination of tax and expend- 
iture policy between Federal, State and local 
governments, the report recommends abolition 
on future issues of (a) the exemption from 
federal taxation of income from state and 
municipal bonds, and (b) exemption from 
state taxation of the income from federal bonds. 

In order not to allow the controversial sub- 
ject of the capital gains tax ‘“‘to confuse more 
important issues,” the authors state their feel- 
ing that this tax should be retained in its pres- 
ent form for the time being. 

“Once the tax machine is remodelled,” they 
emphasize, “every effort should be made to 
keep it simple and understandable and on a 
relatively stable basis in terms of fiscal policy. 
Changes in rates should come only in tfe- 
sponse to changes in fiscal or social policy.” 

The Federal Government, the authors stress, 
should not spend merely for the sake of spend- 
ing or the creation of purchasing power in 
general. All spending should express agreed 
public policy with respect to the objective for 
which the expenditure is made. There should 
be higher efficiency in government, “not to 
help balance the budget,” but to permit getting 
the same government services at lower costs, 
and therefore to permit a lower tax rate. 

Spending on such items as public construc- 
tion, and conservation, and federal lending 
should be timed to periods of low employ- 
ment so that such optional disbursements will 
tend to hasten expansion to high employment. 
The Ruml-Sonne memorandum stresses how- 
ever that “the acceleration of such optional 
items should not be permitted to raise the 
level of regular budget disbursements an 
should disappear with high employment.” 


(Please turn to page 446) 
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STEEL HINGE RING BOOKS 
are again available. 
Ask for series 4800. 


PY ——4 
NATIONAL 


The busy reservation clerks speed 
paper work with National Covers at 
A. A., la Guardia Field, New York. 


help American Airlines, Inc. 
to “Keep ‘em Flying”... . 


On the ground, as in the air, American Airlines, Inc. are 
generous users of NATIONAL LOOSE LEAF COVERS to keep 
records in order for quick index reference, constant change 
and ease in handling. Over the Route of the Flagships they 
know the value of LOOSE LEAF .. . and the quality and stamina 
of NATIONAL COVERS. 


Just another way of saying .. . “buy NATIONAL”. You 
can depend on all NATIONAL LOOSE LEAF COVERS for 
long life and permanent satisfaction. There’s a size and 
style for every need. 


AT YOUR STATIONER’S 


NATIONAL BLANK BOOK COMPANY 


HOLYOKE, 


CHICAGO 


MASSACHUSETTS 


BOSTON SAN FRANCISCO 
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Brief Items of Interest to Controllers 








No Peril for Business 
in Reconversion ? 


In terms of dollars and cents, the task of 
reconversion from war to peacetime produc- 
tion promises to be much less difficult than 
is ordinarily imagined. This is only one of 
the significant conclusions of an analysis of 
reconversion problems by J. A. Livingston, 
published by the Public Affairs Committee, 
30 Rockefeller Plaza, New York. Mr. Living- 
ston is editor of War Progress, a restricted 
weekly economic report of the War Production 
Board, but the analysis is a personal one and 
is not to be construed as reflecting the views 
of the WPB or its members. 

Mr. Livingston recognizes that the disposal 





Q 
FULLY AUTOMATIC CALCULATOR... 


of government-owned property after the war 
is a ‘“‘bugbear’’ to many businessmen. But while 
emphasizing the need for clearly announced 
policies early in the game to relieve the busi- 
ness mind, he finds the problem greatly ex- 
aggerated. 

The marketable carryover from the war into 
the peacetime economy is estimated at only 
15 billion dollars. In a country capable of 
producing goods and services at a 175 billion- 
dollar-a-year rate, a carryover of this size is 
held to be wholly manageable. 

Included in the total is 6 billion dollars in 
disposable government-owned plant, 4 _ bil- 
lion dollars in Army-Navy merchantable stores, 
1 billion dollars in government stockpiles of 
scarce materials, and 3 billion dollars in man- 


i omiod 





with a background of Craftsmanship ... brings to prospective 


purchasers and many thousands of Fridén users... PER- 


FORMANCE and DURABILITY. Demanded of Business and 


Industry today are intricate Payrolls, Inventories, Invoice 


Percentages, Expense Distributions and the accurate figures 


for Governmental Reports. These are speedily produced on 


Fridén Calculators that are AVAILABLE when applications 


to obtain delivery have been approved by the War Production 


Board. Telephone or write to your local Fridén Representa- 


tive for complete information. 


Fridén Mechanical and Instructional Service is avail- 
able in approximately 250 Company Controlled Sales 
Agencies throughout the United States and Canada. 


FRIDEN CALCULATING MACHINE CoO., INC. 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIFORNIA, U.S.A.*¢SALES AND SERVICE THROUGHOUT THE WORLD 





ufacturers’ inventories. Merchant ships, food 
and military establishments are not included, ' 

“The real problem,” Mr. Livingston points 
out, “is not so much one of size as of admin. 
istration. For reconversion is more than dis. 
posing of surplus property without a scandal, 
or setting contracts fairly, or relaxing restric. 
tive orders with administrative precision, or 
holding the price line firm. It is a job of 
fitting all of these parts together. 

“The reconverters must make ready for and 
get the government’s 90 billion dollars out of 
the market smoothly; second, they must leave 
the peacetime economy in such shape as to 
provide reasonably full employment; it must 
be a 175 billion-dollar-a-year affair.” 

The difficulties facing the administrators 
are particularly acute because of competition 
between rival companies for postwar business, 
the Public Affairs pamphlet states. 

While fairness would seem to make it neces- 
sary to start competitors on an equal footing 
in resuming civilian production, Mr. Living- 
ston suggests that this may not always be wise 
or possible. He warns us that “‘the start-up- 
all-at-once plan would fasten on the country 
the competitive relationships which prevailed 
before the war. This means keeping newcom- 
ers out... . and actually would penalize 
those companies which have done the best 
war jobs.” 

Business need not fear that reconversion 
will be used as a pretext for over-all govern- 
ment controls, Mr. Livingston adds. Reconver- 
sion is being handled on a short-time basis; 
“longer-term problems go to the rear of the 
ClAS6 ona Perhaps as demobilization moves 
along,” he explains, “government agencies 
will take action which point the way to re- 
orientation and reconstruction; perhaps their 
decisions will fall into a systematic pattern 
for a workable, stable, high-employment so- 
ciety. That, however, is most distinctly not to 
be looked for. 

“Their primary concern will be to find jobs 
for returning soldiers, to help relocate war 
workers, to dispose of surpluses, terminate 
contracts . . . . and decide which plants and 
which industries shall clear out of war pto- 
ductions and get into civilian production. 
.... It is likely that we will come out of 
the war with the unfinished business of the 
30’s still unfinished.” 


Tax Delinquency on Property Falls 


Property tax delinquency in the United 
States continues to decline, according to au- 
thoritative reports from F. L. Bird, Director 
of Municipal Research for Dun and Brad- 
street. Statistics are based on reports from 
150 United States cities for which comparable 
information is available for the years from 
1930 to 1943 inclusive. In 1933 median tax 
delinquency for these 150 cities was at its 
peak of 26.35 per cent., increasing to that 
figure from 10.15 per cent. in 1930. In 1943 
median delinquency was 4.7 per cent., com- 
pared with 6.00 per cent. in 1942. (Median 
delinquency is not an arithmetic average but 
represents the figure for the middle figure in 
a series.) Out of the 150 cities, 140 improved 
the percentage of taxes collected in 1943 over 
1942, one was unchanged, and the other nine 
had minor changes or unusual conditions al- 
fecting collections. Not less than 38 «ities 
closed their 1943 fiscal years with delinquency 
on their tax rolls of 2.5 per cent. or less. 
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Tarawa... Kwajalein... Biak ... Saipan . . . Guaam—the 
roll call is long of the island strongholds that have reeled 
under the powerful punches of American naval task forces, 
driving relentlessly toward the Philippines, the China Sea, the 
Asiatic mainland and Japan. 


This crushing naval power ranges far because it takes its 
bases with it ...a triumphant achievement of farsighted 
planning, building, equipping and supplying. 

A traveling base is made up of fleets of supply ships, cargo 
ships, tankers, ammunition ships, transports, hospital ships, 
repair ships and other auxiliary craft in support of the fightin 
fleet. Traveling bases make modern task forces self-contained, 
fit for weeks of action in vast stretches of sea without tugning 
back to friendly ports. 


Maintaining this huge, complicated naval organization involves 
statistical, figuring and accounting work that never ends. 
Burroughs machines help here, as in hundreds of other war- 
time operations, performing important calculations, producing 
vital records. 


BURROUGHS ADDING MACHINE COMPANY: DETROIT 32 


Burroughs 









NORDEN BOMBSIGHTS—Years of experience 
in precision manufacturing are enabling Bur- 
roughs to render an extremely important service 
to the nation by producing and delivering the 
famous Norden bombsight—one of the most 
precise instruments used in modern warfare. 


* * * 


FIGURING AND ACCOUNTING MACHINES are 
also being produced by Burroughs for the Army, 
Navy, U. S. Government, Lend-Lease and those 
business enterprises whose requirements are 
approved by the War Production Board. 
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Back the Bunch Who Pack the Punch! 


BUY ANOTHER WAR BOND TODAY! 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES ° NATIONWIDE MAINTENANCE SERVICE > BUSINESS MACHINE SUPPLIES 





“YEAH—IT ALL STARTED yesterday. 
He didn’t feel too good when he blew 
in and it didn’t help any to have 
Tommy bring him his mail unopened 
almost an hour late. Of course, the kid 
has to do everything himself by hand, 
so what can he expect?” . 
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“WELL, HE SWEETENED UP a little 
when a guy calls from Chicago want- 
ing a quotation on a big bill of goods 
and the Boss says okay he'll get it off 
to him on the afternoon plane. But 
here’s the pay-off—the quote got lost 
in the shuffle somewhere in our rat- 
trap of a mailroom and missed the 
plane. The Chicago guy calls up this 
morning and the Boss darn near 
blew his top!” 





Rae 








“THE UPSHOT OF IT ALL is that he 
telephoned for a Commercial Controls 
specialist this afternoon and he made 
arrangements to shoot the works on 
a modern, new mailroom equipped 
with CC mail-handling systems and 
machines just as soon as he can get 
them. Happy day!” 
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Metered Mail Systems . .. Postal and Parcel Post Scales... Letter Openers .. . Envelope 


Sealers ...Multipost Stamp Affixers . . 


MMERCIAL 
NTROLS 
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- Mailroom Equipment. (Many units available.) 


Buy Extra War Bonds 





BRANCHES AND AGENCIES IN PRINCIPAL CITIES 
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ABOLISH CORPORATE TAX 
(Continued from page 442) 











Believing that it isn’t practicable to provide 
a high level of employment solely through 
public works, Mr. Ruml and Mr. Sonne would 
time a public works program “to even out the 
activities of the construction industry itself, 
thereby providing a reasonable level of cop. 
struction over long periods of time,” cop. 
sistent with the construction requirements of 
American life. 

Public loans, like expenditures, should he 
retarded or accelerated to tie them into fiscal 
policy. Domestic loans will ordinarily be for 
price stabilization as in commodity loans; to 
prevent price deterioration, as in land and 
mortgage loans; or for public works and pri- 
vate construction; and to stimulate activity by 
private lenders. 

Coordination of fiscal policy with monetary 
policy is essential if each is to make its maxi- 
mum contribution to the attainment of high 
employment under private enterprise, accord- 
ing to the Ruml-Sonne memorandum, Both 
should be prepared to combat postwar infla- 
tionary tendencies and to cushion any later 
tendency toward relapse. “If an inflationary 
postwar boom should show signs of develop. 
ing the Federal Reserve System could hardly 
stand idly by and make no effort to restrain 
it,” they say. “In such circumstances, continu- 
ation of some of the war-time controls, such as 
regulation of consumer credit and the ration- 
ing of scarce goods, would probably be called 
for. Consequently, while any drastic monetary 
policy of restraint is not likely in the early 
postwar years, moderate direct methods and 
qualitative controls should be applied if 
needed.” 

If the policies of the Federal Reserve System 
are to be most effective in promoting sound 
financing of business enterprise, they should 
operate through the entire commercial banking 
system, according to Messrs. Ruml and Sonne. 


“There is no need to disturb existing ar- 
rangements, in which state-chartered banks 
compete with and supplement the national 
banking system, but all banks should be mem- 
bers of the Federal Reserve System. The pub- 
lic can obtain the essential advantage of a uni- 
fied banking system if all banks have direct 
access to the facilities of the Federal Reserve 
System and are subject to its supervision. Bank- 
ing must offer adequate credit facilities to pro- 
duction and trade; and must assume reason- 
able risks. In undertaking this function it must 
not be hamstrung by unduly critical attitudes 
on the part of the bank examiners. They should 
assume that private enterprise is a going con- 
cern, not an institution in process of liquida- 
tion.” 


V and VT Loans Authorized 
Total More Than $8 Billions 


Figures released by the Federal Reserve 
Board indicate that at the end of June, 1944, 
the total authorized credit volume on Regula- 
tion V and VT loans had reached $3,046,672,- 
000 against $7,797,400,000 a month before, a 
new high mark. Commenting on the rise, the 
New York Times recently stated that “in 
banking circles there is a growing feeling 
that there will be a very little increase over 
the current figures, particularly since enact- 
ment of the Contract Settlement Act of 1944 
on July 1, authorizing the war agencies to pay 
immediately all bills on acceptable items of 
completed contracts, 90 per cent. of inven- 
tories and labor costs of partly completed con- 
tracts, and such additional amounts as the 
agency deems necessary to provide the wat 
contractors with adequate interim financing. 
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MAPI Accounting Manual 


Is Published 


The Machinery and Allied Products Insti- 
tute recently published the “MAPI Account- 
ing Manual,” in order to provide an up-to- 
date statement of accounting principles and 
practices approved for use in the capital goods 
industries. The manual presents a_ typical 
chart of accounts and an authoritative discus- 
sion of related principles and procedures. 
Recommendations it contains reflect accepted 
practice in leading companies throughout the 
country and may be adapted to businesses of 
any size. i re 

In the Introduction to the Manual, it is em- 
phasized that the interest of the capital goods 
industries does not end with keeping abreast 
of general developments in the art of account- 
ing. There are highly distinctive accounting 
problems in these industries requiring the ap- 
plication of specialized procedures. These 
problems arise from the heavy capital invest- 
ment of capital goods producers, a relatively 
long production cycle, manufacture in small 
Jots (not uncommonly single machines), heavy 
preparatory expenses for designing and de- 
velopment, and frequently substantial expendi- 
tures for erection, installation, and servicing 
after the product has left the factory. These 
and other distinctive features require the use 
of specially adapted accounting controls by 
capital goods manufacturers. 

The Manual was prepared by a special com- 
mittee appointed by the Accounting Council 
of the Machinery and Allied Products Insti- 
tute. The committee was under the chair- 
manship of Mr. J. A. Keogh, vice-president 
and comptroller of Allis-Chalmers Manufac- 
turing Company, Milwaukee. Mr. Keogh, a 
member of The Controllers Institute of 
America, was assisted in the committee op- 
erations by three other members of The Con- 
trollers Institute: 

Messrs. E. S. Budd, assistant treasurer of 
The Cooper-Bessemer Corporation, Mount 
Vernon, Ohio; Dundas Peacock, controller, 
Elliott Company, Jeannette, Pennsylvania; and 
Charles A. Packard, comptroller, Worthington 
Pump and Machinery Corporation, Harrison, 
New Jersey. Mr. Packard, a member of the 
National Board of Directors of The Institute, 
is chairman of the Accounting Council of the 
Machinery and Allied Products Institute. 


Fiske Becomes National Secretary of 
N.. A. G, A, 


Announcement has been made of the elec- 
tion of Wyman P. Fiske as Secretary of the 
National Association of Cost Accountants, 
an industrial accounting association with 75 
chapters and over 15,000 members. Mr. 
Fiske comes to the Association on leave of 
absence from Massachusetts Institute of 
Technology where he has been Professor of 
Accounting and Director of the Sponsored 
Fellowship Program. He was National Pres- 
ident of the Association in 1942-43, 


Internal Auditors To Meet 


The Third Annual Conference of The Insti- 
tute of Internal Auditors is scheduled to be 
held in the Roosevelt Hotel, New York, on 
October 8, 9, 10, with a reception on Sunday 
afternoon, October 8, and working sessions on 
the two subsequent days. The principal func- 
tion will be a dinner meeting on Monday eve- 
ning, October 9, according to an announce- 
ment by The Institute’s president, Mr. William 
H. Garbade, assistant treasurer of Shell Oil 
Company, Inc., New York. Mr. Garbade was 
elected a member of The Controllers Institute 
of America at the August 25, 1944 meeting 
of the Board of Directors of The Controllers 
Institute. 
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Reviews of Recent Publications 








After V-Day 


THE LIQUIDATION OF WAR PRODUC- 
TION. By A. D. H. Kaplan. Published for 
the Committee for Economic Development by 
McGraw Hill Book Co., New York. $1.50. 


In the research study titled ‘The Liquida- 
tion of War Production’”” by A. D. H. Kap- 
lan, made for the Committee for Economic 
Development, certain very vital preliminary 
statements are made— 


1. The problem is not merely one of re- 
converting our economy to the prewar level 
of national production, but to a level at least 
40 per cent. greater than that of 1940, which 
will be necessary to give a satisfactory level 
of productive employment after the war. 

2. Speed will be vital in solving the prob- 
lems of transition. 

3. A timid and conservative approach to the 
problems of winning the peace could prove 
very costly to the economy as a whole in terms 
of lost production, dissipation of savings and 
price inflation. The solution is not to hold 
fearfully to prewar market conditions nor to 
drag out war orders and postpone the job of 
reconversion, nor to freeze war supplies or 
board up the new war plants. 


One of the key statements made is that— 
“Whatever scheme of organization eventually 
emerges this time, the major functions which 
must be brought under central policy direc- 
tion for the liquidation of war production in- 
clude: 


‘1. Contract cancellation and_ settlement. 

“2. Disposal of surplus supplies. 

3. Disposition of war-plant facilities. 

“4, Financing to facilitate settlements and 
reinvestment. 

5. Reconvetsion requirements—modification 


of war controls (e.g., WPB, OPA) and the 
planning of peacetime production to gather 
up the slack—this being the first turn of 
the wheel toward full peacetime activity. 
“6. Remobilization of manpower; reem- 
ployment; and unemployment assistance.” 


Mr. Kaplan emphasizes that.in any program 
for orderly liquidation of war production it 
is essential to provide adequate compensation 
for a large number of workers who at best 
will be temporarily unemployed. It may be 
remarked that it is also important that any 
scale of dismissal wage or unemployment com- 
pensation should not be so liberal as to make 
unemployment more attractive than working 
for a living. The Murray-Kilgore Bill (in- 
troduced in the Senate last August) showed a 
dangerous tendency in this direction. Outside 
of making sure that the funds to pay unem- 
ployment benefits under existing Social Se- 
curity plans are adequate, the principal prob- 
lem is financing the return home of war work- 
ers or their transfer to new jobs elsewhere, 
and not liberal dismissal wages or special un- 
employment compensation to housewives, mi- 
nors, pensioners, and others who were not 
gainfully employed prior to their taking tem- 
porary war work. 

With regard to cancelled war contracts, Mr. 
Kaplan is inclined to minimize the dollar 
amount of the problem, with the estimate that 
total claims will not exceed 10 per cent. of the 
uncompleted value of outstanding contracts, 
or a maximum of about $10,000,000,000. He 
further states that after allowing for the value 
of completed articles for inventories, which 
will be taken over by contractors, and for un- 
disputed value of work in process, the area 
of possible dispute between contractors and 
the government will not exceed one and one- 
half billion dollars. He may be over-estimating 
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the amount of inventories of military goods 
that will be taken over by contractors, as these 
involve processed parts and quantities of spe. 
cial raw materials not at all suited to cop. 
tractors’ peacetime production. 

The study recommends that the general pol. 
icy should be to cancel war contracts and to 
terminate war production work immediately 
when it has become clear that such produc. 
tion does not serve a demonstrable need with 
the war effort, or will not be needed in our 
postwar economy. Any prolonging of war 
contracts beyond the legitimate requirements 
of the war and demobilization must be re. 
sisted as a hindrance to speedy reconversion, 
(Every effort should be made to prevent “stay 
in” strikes like that resulting from the Brew- 
ster Aircraft cancellation.) 

The report recommends that to the extent 
compatible to military needs, the reopening of 
civilian production should be planned to co- 
incide with contract cancellations, so that small 
manufacturers will not be left stranded with- 
out any war orders and still unable to resume 
production of peacetime goods. 

While the military effort must have priority, 
the national interest will be served by mak. 
ing available as soon as possible a moderate 
supply of strategic materials, both to’ those 
whose contracts continue and to those whose 
contracts are cancelled, in order to avoid some 
of the bottlenecks which might otherwise de- 
velop in conversion. In this connection, spe- 
cial consideration should be given to the grant- 
ing of materials for experimental purposes, for 
retooling, for the manufacture of dies, jigs 
and fixtures, and for other similar needs which 
are important consumers of time but which 
need not involve substantial drains either on 
materials or on manpower. 

Donald Nelson’s four-point program, part 
of which was effective August 15th, is a vital 
step in this direction. 

The recommendation emphasizes the neces- 
sity for the utmost speed in the final settle- 
ment of all terminated contracts. It does not 
mention, however, some of the practical diffi- 
culties under present procedures. For instance, 
there is a tendency to delay settlements until 
all material connected with a cancelled con- 
tract, both in prime and sub-contractors’ hands, 
has been disposed of. Yet the contracting off- 
cer is hesitant to authorize scrapping all un- 
useable processed parts, tools, dies, and the 
like, of high cost value. It is unlikely that 
this will be speeded up until the government 
takes title to ‘the gross inventory when it is 
filed and turns over the decision as to scrap- 
ping and the long-term process of carrying it 
out, to a special corps of scrap specialists, not 
leaving this as a burden on the contracting 
officer or the contractor. 

Mr. Kaplan’s estimate of the surplus of 
war material, including contractors’ inventories, 
as not exceeding sixty billion dollars is lower 
than some other published estimates. He states 
that of this total at least three-quarters will 
be in combat ordnance and at the most one- 
fourth, or some fifteen billions will be in 
merchantable goods, one-half of which will 
probably be located abroad. The remainder of 
merchantable goods in this country he be- 
believes is not likely to be more than six of 
seven billions at original cost, which he mini- 
mizes as to dollar magnitude by stating that 
is less than two months’ retail sales. He fails 
to state that in the particular kind of articles 
involved it may be immensely greater than 
that. 

The most acute problems with regard to the 
size of the surplus, both of materials and 
productive capacity in relation to postwar de- 
mand, is in the case of aircraft and shipping. 

With regard to the disposition of surplus 
materials, certain fundamental recommenda- 
tions are summarized as follows:— 
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1. In formulating a policy of surplus dis- 
posal, the general objective should be one of 
making the surplus goods speedily available 
to consumers and other ultimate users on the 
widest possible scale. There should be equal 
opportunity in bidding, and goods should be 
offered in quantities within the reach of small 
purchasers. (Efforts should first be made to 
move standard products through the original 
manufacturers and normal trade channels be- 
fore resorting to open bidding.) 

2, We are strongly opposed to any general 
policy of freezing merchantable stocks or hold- 
ing them off the market for long periods of 
time. 

3. This general policy of disposal should be 
made consistent with the objective of pre- 
venting any disorderly dumping of goods and 
abnormal depression of prices. 

4, Plans of the war agencies to stockpile 
strategic materials for future use should be 
viewed with skepticism. [It is difficult to 
agree with this broad statement after our pain- 
ful experience in this war. Certainly it would 
not apply to raw materials like tin, manganese, 
high-grade scrap iron and steel and even rub- 
ber (on an “in and out’’ stockpile basis to 
avoid deterioration). If we had, prior to en- 
tering into the war, invested some of our 
sterile and useless gold at Fort Knox in strate- 
gic raw materials, our problems would have 
been less and our war making power infinitely 
greater and effective at an earlier date.] 


With regard to disposition of war plant 
and equipment amounting to sixteen billion 
dollars—government-owned, and six billion 
dollars—private owned, the summary of the 
report states that— 


“The consensus seems to be that the por- 
tion of govnernment-owned plant and ma- 
chinery which is physically convertible and 
lends itself to quick postwar disposal will 
not exceed one-third of the total investment, 
or about 5 billion dollars, and that not more 
than one-half, or about 8 billion dollars, may 
be ultimately useable as an effective part of 
our postwar industrial capacity.” 


The report also minimizes the problem with 
regard to the six billion dollar private in- 
vestment in war plants, stating that the short- 
age of private investment in industrial plants 
for the four-year period may be as much as 
five billion dollars, and that if new high levels 
of national output are attained after the war, 
such shortages are likely to be less evident in 
the field of public utilities and in facilities 
for the production of semi-durable and _per- 
ishable goods, such as food, clothing, textiles, 
shoes, etc. The report does not lay sufficient 
emphasis on the fact that many of these war 
plants were for strategic reasons situated in 
locations that are not economic from the view- 
point of transportation, normal labor supply, 
accessibility of raw materials and nearness to 
potential markets. 

In conclusion, in recommending a policy as 
to government war plants and equipment, cer- 
tain very sound recommendations are made 
as follows:— 


1, At the earliest possible date the military 
agencies should decide what facilities they 
wish to retain as stand-by plants for military 
purposes and which they are prepared to turn 
over for private operation. 

2. Local initiative in the undertaking of 
economically feasible production under local 
tesponsibility should be encouraged, but ef- 
forts to obtain facilities on token terms in 
order to continue sub-marginal operations 
should be resisted. 

3. In formulating a disposal policy for war 
plants a governing objective must be the en- 
Couragement of private operation under com- 
petitive conditions. 

4. Outright sales have the advantage of 
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definitive disposal, and should be concluded 
whenever they can be made in accordance 
with option terms or at a reasonable approxi- 
mation of those terms. (It is unlikely that 
private industry will be willing to buy these 
plants on the basis of depreciation from high 
cost war construction base, and a realistic 
basis must be set.) 

5. Where outright sale of plant and equip- 
ment cannot be effected promptly and on 
satisfactory terms, such facilities should be 
made available for private operation by means 
of leasing arrangements (especially through 
community organized efforts). 


Reviewed by L. M. NICHOLs, 
Bridgeport, Connecticut. 


A Superb Study 


“RAILWAY TRAFFIC EXPANSION AND 
USE OF RESOURCES IN WORLD WAR II,” 
by Thor Hultgren. Published by the National 
Bureau of Economic Research, New York. 31 
pages. 

This pamphlet is a statistical and interpre- 
tive portrayal of the vast growth in both freight 
and passenger traffic handled by American 
railroads since their most recent ebb of low 
activity in 1938. Likewise it is a factual 
presentation of the major methods by which 
this almost fantastic expansion was achieved. 
In both respects the paper is a superb product. 
Its simplicity of composition, while at the 
same time dealing with a magnitude of facts 
and factors, bespeaks the author's clarity of 
thought and facility of approach. Here is a 
brief writing which might serve as a pattern 
for future documentary studies of masterful 
performances by other American industries in 
this war. It is devoid of opinion or argument 
but it gives to the reader a splendid basis upon 
which to found his own judgments. No mat- 
ter how partial or perverted one’s judgments 
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may be it must inevitably prompt a sense of 
pride in the achievement of American rail- 
roads at the time of their greatest oppor- 
tunity. There is ample fact to support the 
conclusion that, for purposes of the war's 
transportation needs, the federal government 
acting through its agency, the Office of De- 
fense Transportation, has carried, and is carry- 
ing, out an essential responsibility exceedingly 
well. 

The author has assembled a set of selected 
pertinent data to outline the railroad expan- 
sion during the 63 months ended August, 1943. 
Tables of statistics supporting this chrono- 
logical development are included and in sev- 
eral instances illustrative graphs are provided. 
The factors studied run the full range from 
studies of equipment use and idleness to the 
speed of freight trains and the extended hours 
of railroad workers. There is some reference 
to the shorter working hours of some groups 
of these workers imposed by what others (not 
the author) have referred to as ‘‘feather- 
bedding.” 

From 23 billion ton-miles per month to 
62 billion ton-miles per month; from 1.70 
billion passenger-miles per month to 7.94 bil- 
lion passenger-miles per month,—and _ this 
with relatively small increase in new equip- 
ment, new capital or additional manpower, 
and with resultant increase in earnings of 388 
per cent.! Here is a story of managerial ac- 
complishment, and if the reviewer may risk 
a conclusion by comparisons, a story of in- 
dictment for lack of use of resources in the 
period which came to a peace-time close in 
1938. Some use of such a conclusion, not 
referred to by the author, may be advan- 
tageously made in prodding our economic mo- 
tivations during the post war period, not only 
in railroading but in all production instru- 
mentalities. 

Reviewed by Haron C. Srott, 
Philadelphia, Pa. 





Taxation Meetings Planned 


New York University will hold its third 
annual Institute on Federal Taxation next No. 
vember to study changes and proposed changes 
in the tax laws and regulations, Paul A. Mc. 
Ghee, director of the University’s Division of 
General Education has announced. The Insti. 
tute will bring together active tax practitioners 
and government officials who administer tax 
regulations so that each may achieve a better 
understanding of the other’s problems and ef. 
fect cooperative relationships, Mr. McGhee 
said. 

The Institute sessions, held three times daily 
for ten days, are highly technical in nature and 
nonpolitical. In addition to providing a series 
of lectures by acknowledged authorities on 
specific phases of taxation, the Institute will 
serve as a clearing house for the discussion 
of cases, opinions, and problems. The Insti- 
tute program was planned by a committee 
headed by J. K. Lasser, author of several 
standard works on taxation. 


Production of Flex-Site 
Visible Book Resumed 


With the authorized release of sufficient ma- 
terials, Visible Records Equipment Company— 
now a division of Diebold, Incorporated— 
have resumed production of the Model A Flex- 
Site Visible Book. This visible binder with its 
many advanced features—which include Du- 
pont 6,000 quality armor finished, non-scuff 
black fabrikoid binding with reinforced stain- 
less steel rims, patented cradle-type formed 
steel back, built-in effortless shift mechanism, 
spot welded steel prongs with smooth conical 
tips, patented embossed index pages that pro- 
vide flat writing surface from cover to cover— 
is now available. For complete information 
regarding this binder and accessories, address 
Diebold, Incorporated, Canton 2, Ohio. 
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A simple method 


of handling 


Contract Termination 


Paper Work 


New Booklet 
gives step-by-step procedure 





When you receive notification of contract 
cancellation, it is imperative that your organ- 
ization be set up to submit claims quickly, 
completely and authentically. 


Our new easy-to-read booklet, THE A B C 
OF CONTRACT TERMINATION, not only 
gives basic suggestions for the establishment 
of your contract termination organization, 
it also sets down a complete and practical 
method of handling the paper work involved, 
with illustrated sample forms that can be 
easily adapted to your requirements. 


This method, based on the use of the 
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Mimeograph* duplicator, permits you to set 
your termination machinery in motion with- 
in one hour after receipt of the notification 
telegram. This is of great importance, be- 
cause it eliminates rewriting of constant 
data, thereby insuring accuracy and speed. 


It enables you to meet government re- 
quirements, and provides black and white, 
fade-proof, permanently legible copies. 


Send for your free copy of this booklet 
today, and be in a position to handle claims 
without sacrifice of time, money or available 
markets. The coupon is for your convenience. 


A. B. Dick Company, Chicago. 






A. B. Dick Company, Dept. Q-1044 720 W. Jackson Blvd., Chicago 6. 
Send me a free copy of your booklet, “The A B C of Contract Termi- 
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INSTITUTE ACTIVITIES 








Past President of The Institute 
Retires 





Thomas C. McCobb 


Mr. Thomas C. McCobb, controller of 
Standard Oil Company (New Jersey) and a 
member of the Board of Directors of the com- 
pany, retired on August 31, after 42 years in 
the oil business. Mr. McCobb, president of 
The Controllers Institute of America during 
the 1943-44 term, had served 31 years with 
Standard of New Jersey and at the end of the 
August 31 meeting of directors of the New 
Jersey company, his fellow members presented 
him with a resolution in tribute to his serv- 
ices. 

A recognized authority on accounting, Mr. 
McCobb devised the manual used in this field 
by the company and its affiliates. Mr. McCobb 
joined the company in 1913, as an accountant 
in its Baltimore office. His first oil company 
connection was with the Atlantic Refining 
Company at Franklin, Pennsylvania. In 1915, 
he went to the International Petroleum Com- 
pany, Ltd., in Toronto, Canada, and from 1917 
to 1928, Mr. McCobb was connected with Im- 
perial Oil, Ltd., at Sarnia, Ontario. He was 
secretary-treasurer of that company in 1928, 
when he relinquished his position to go to 
New York as assistant controller of the Stand- 
ard Oil Company, (N. J.) of which he be- 
came controller in 1933. 


Institute Member Is Contributor 
to Legal Quarterly 


“Law and Contemporary Problems,” a quar: 
terly published by the Duke University School 
of Law at Durham, North Carolina, carried 
in its Spring, 1944, issue a series of articles 
on war contract termination problems. One 
of the contributors was Mr. Dundas Peacock, 
controller of Elliott Company, Jeannette, Penn- 
sylvania, whose subject was “Accounting Prob- 
lems in Terminations.”” Mr. Peacock is chair- 
man of The Institute’s Committee on War 


Contract Termination Policies and Procedures. 
Among 


the other contributors was Senator 


James E. Murray. The issue also contained 
articles on disposal of federally owned sur- 
pluses and contractor-owned property on ter- 
mination, as well as termination problems af- 
fecting labor, and the story of the contract 
terminations record after World War I. 


Institute Members Active in 
Bank Comptrollers Parley 


Members of The Institute who were active 
in the Twentieth Annual Meeting and Post- 
war Conference of the National Association of 
Bank Auditors and Comptrollers, held in 
Cleveland in September, included Mr. Ed- 
ward F. Lyle, comptroller of the City Na- 
tional Bank & Trust Company, Kansas City; 
Mr. Ottmar A. Waldow, comptroller of the 
National Bank of Detroit; and Mr. Louis H. 
Hammerstrom, auditor of Continental Illinois 
National Bank and Trust Company, Chicago. 





PERSONAL ITEMS 











Mr. Otto Schuler, a member of The Con- 
trollers Institute of America, formerly treasurer 
of Nathan Schweitzer Company, Inc., New 
York, is a candidate on the Republican ticket 
to represent the 6th Congressional District in 
Queens County, New York. Mr. Schuler has 
been active in civic and World War I veteran 
affairs and was County Chairman of the Queens 
Independent Committee for Dewey. 


Mr. C. K. Hobson was elected vice-president 
and comptroller of Certainteed Products Cor- 
poration, Chicago, at the meeting of directors 
of the organization in Chicago late in August. 


Mr. William B. Yoder was appointed con- 
troller of the Philco Corporation, according to 
an announcement by President John Ballan- 
tyne on August 22. He joined the company 
in May, 1942, as assistant to the treasurer. 


Mr. John B. Thurston has joined the ex. 
ecutive staff of Transcontinental & Western 
Air, Inc., as head of the air line’s new indus. 
trial engineering division, in Kansas City, 
Missouri. Mr. Thurston, a member of Con- 
trollers Institute since December, 1941, was 
formerly comptroller of Fram Corporation, 
Providence. 


Mr. Charles M. Billman, previously affili- 
ated with Trinity Portland Cement Co., Dal- 
las, is now with the Whiting Corporation of 
Harvey, Illinois. Elected to membership in 
The Institute in March of this year, Mr. Bill- 
man holds certificate number 2911. 


A member of The Institute since 1939, Mr, 
J. M. Peterson has joined the executive staff 
of the Curtiss-Wright Corporation in Buffalo, 
New York. Mr. Peterson was formerly as- 
sistant treasurer of Western Cartridge Com- 
pany, East Alton, Illinois. 


Mr. T. C. Davis, who has been affiliated 
with The Institute since 1934, has been named 
assistant treasurer of E. I. du Pont de Ne- 
mours and Company, Wilmington, Delaware, 
in charge of the Treasury Division. 


Mr. W. C. Salmon of Evanston, Illinois, 
announces that he has accepted a_ position 
with Standard Cap & Seal Corporation, Chi- 
A member of The Institute since No- 


cago. 
vember, 1937, Mr. Salmon holds certificate 
number 1054. 

Mr. George W. Fay, who was formerly 


treasurer of Hydrill Corporation in Los An- 
geles, has joined the executive staff of Rheem 
Manufacturing Company, San Francisco. Mr. 
Fay has been a member of The Institute since 
June, 1935. 


At a recent meeting of the directors of the 
W. T. Grant Company, New York, Mr. Rob- 
ert A. Seidel was elected a vice-president of 
the company. Mr. Seidel, a member of The 
Controllers Institute of America since August, 
1940, will continue as controller of the com- 


pany. 


Dallas Control Sponsors Big Meeting 
on Job Evaluation 


Mr. Samuel L. H. Burk, Chief Job Analyst 
for The Atlantic Refining Company, Philadel- 
phia, Pennsylvania, will address a dinner meet- 
ing of the Dallas Control of the Controllers 
Institute of America on Thursday, November 
16th, in the Roof Garden, Adolphus Hotel, 
Dallas, Texas. Mr. Burk’s address will deal 
with “The Purposes and Needs of Job Evalua- 
tion Programs Within Industries.” 

Prior to employment by The Atlantic Re- 
fining Company, Mr. Burk was connected with 
a management concern in New York engaged 
in the installation of job evaluation programs 
and general studies of office and plant meth- 
ods. With The Atlantic Refining Company 
Mr. Burk has expanded the job analysis pro- 
gram to include essentially all types of tech- 
nical and operating positions within the Com- 
pany. He was on leave of absence during 
parts of 1943 and 1944 from the Atlantic 
Refining Company, to the Navy Department 
as Manager of Industrial Relations for one of 
their plants in the East. 

Mr. Burk is recognized as -one of the lead- 
ers in the development of job evaluation pro- 





grams and has contributed a great deal in the 
development and improvement of job evalua- 
tion plans to expand the scope of Job Anal- 
ysis and to meet the various salary problems 
which have risen as a result of our national 
emergency. 

Mr. Burk is also one of the leaders in de- 
veloping and outlining courses in job evalua- 
tion for use in the various Eastern colleges 
and has taught courses in job evaluation in 
Philadelphia. He has written a number of ar- 
ticles on job evaluation, is past officer and 
member of several societies and co-author of 
recent publications entitled ‘‘Job Evaluation. 
Some of Mr. Burk’s public relations work was 
carried on one of the national broadcasting 
chains and written up in “Fortune” magazine. 

Invitations are being extended to various 
societies and associations in Dallas, Houston, 
Tulsa and other cities. Persons planning te 
attend this meeting should advise Henry 
Koepcke, 1121 Kirby Building, or E. C. Sey- 
mour, Magnolia Petroleum Company, or S. W. 
Russell, The Atlantic Refining Company, Dal- 
las, Texas, on or before November 1, 1944. 
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Resarding TERMINATION —<¢ Contracting Officer says... 





a Peel es Pn LE | re LO 





ence between a swift, orderly return to a peace- 


time economy, and economic chaos. 99 





: so that they can file a reasonable claim 


‘within @ reasonable time, it may mean the differ- 


ey Np 


What are these essential records? 








MATERIAL AND PARTS 
PRODUCTION PROGRESS 
COMPLETE COST DATA 
CAPITAL CHARGES 
ADMINISTRATIVE COSTS 


SUB-CONTRACTORS AND 
SUPPLIERS CHARGES 


POST TERMINATION CHARGES 












HESE record controls provide the 

factual data, the specific details of 
what has been accomplished, with 
costs—the basis upon which claims 
are settled when termination comes. 
Exact information is certain to be re- 
quired on them all. 

When complete effective record 
controls are maintained on all these 
phases of operation, the preparation 


of facts required for speedy contract 
settlement is simple and easy. Reports 
may be rapidly accumulated and a de- 
tailed claim presented to Government 
contract officials. 


Kardex Visible Systems have enabled 
hundreds of leading contractors to 
achieve maximum speed and accuracy 
in maintaining the records required in 
contract termination. 


GUIDE TO THE PREPARATION OF ALLOWABLE CLAIMS 


The methods used with outstanding 
success by many organizations are fully 
described in a comprehensive study 
recently completed by our Research 
Department. Details of selected sys- 


tems and procedures used in disposal of 


surplus matertals, control of sub-contrac- 
tors’ claims, preparation of obsolete and 
surplus materials catalogs are included. 


This new study also contains a val- 





uable outline of the complete contract 
termination procedure employed by 
the Sperry Gyroscope Company, Inc. 
All operating forms are illustrated and 
described. 

This material is so important that 
we’ll gladly lend you a copy from our 
Systems Research Data File. Ask our 
nearest Branch Office for Management 
Controller No. 697. 


« STUDY THIS BOOK FREE—WITH NO OBLIGATION 





COPYRIGHT 1944 


SYSTEMS DIVISION 


REMINGTON RAND 


Buffalo 5, New York 
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Position Wanted | 











Administrative Executive 

Member of Controllers Institute, who 
has spent past 15 years with two eastern 
aircraft manufacturers as part of top man- 
agement, is seeking connection as Secretary- 
Treasurer, Controller, or comparable admin- 
istrative position, preferably in automotive 
or metal trades industry with good postwar 
future. 

Can assume full responsibility for the fi- 
nancial and accounting end of business as a 
result of thorough, practical experience in 
all phases of accounting, costs, taxes, bank 
relations, contract terminations, and the like. 
Has installed and successfully operated sys- 
tems of budgetary and cost control, which 
included training and organizing necessary 
personnel. Has wide acquaintance and con- 
tacts in industry, banking and government 
bureaus. 

Salary commensurate with scope of work 
and_ responsibilities assumed. Available 
within next 30 days, with personal inter- 
views at employer’s convenience. Address 
Box Number 459, “The Controller,” One 
East Forty-second Street, New York 17, 
N 


Controller, Treasurer or Assistant to Senior 
Executive—Available 


Twenty years of sound diversified experience 
in finance, accounting, management. Installed 
budget, cost and general accounting systems. 
Knowledge of standard costs, taxes. Economic 


ms “a Bry 


as 


The AMERICAN 
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Proven administrative ability. De- 
sire heavy responsibilities. Age 40. Address 
Box Number 456, “The Controller,’ One 
East Forty-second Street, New York 17, N. Y. 


minded. 


Executive Accountant 


Thirty-eight year old executive seeks con- 
nection leading to participation in financial, 
accounting and tax management of progressive 
organization with postwar plans. 

Trained and experienced; good background 
as Controller and Treasurer of business cor- 
porations. Familiar with corporate structures, 
taxes, controls, working out banking arrange- 
ments, renegotiations. 

New York State C.P.A., capable of assum- 
ing full management or assisting chief execu- 
tive. 

Address Box Number 213, ‘The Control- 
ler,’ One East Forty-second Street, New York 
17, N. Y. 


Comptroller’s or Treasurer's Department 


A member of The Controllers Institute, age 
35, married, father of four children, presently 
employed, who will be able to secure release, 
desires a position in Comptroller's Treasurer's 
Department of manufacturing, industrial or 
banking organization. University trained, at 
present studying law. Eighteen years’ experi- 
ence in banking and manufacturing fields. As- 
sistant Auditor of largest Trust Company in 
the world. At present with one of the lead- 
ing engineer-contracting companies as Comp- 
troller’s Assistant and officer of subsidiary 
company, handling contracts of hundreds of 
millions of dollars; supervising personnel in 
excess of two hundred and procedures of ac- 





APPRAISAL com pany 


CONSULTANTS IN 


Pe OPER T Y 


ECONOMICS 











counting and financial nature. Salary to be in 
line with responsibility, opportunity for ad. 
vancement and permanency of employment, 
Address Box 446, “The Controller,” One East 
Forty-second Street, New York 17, N. Y, 


Controller 


Member of Institute presently employed by 
large manufacturing-retailer in Middle West 
desires connection in New England, preferably | 
near Boston, either in same field or with estab. 
lished manufacturer. Many years’ comprehensive 
experience all forms of accounting, including 
public practice, costs, systems, preparation and 
supervision of various state and federal taxes, 
contacts with government agencies. Practical 
knowledge of sales, sales research, marketing 
and merchandising. University graduate, age 
50, married, family. Salary required, $7,200, 
with opportunity to advance. Address Box 
Number 460, “The Controller,’ One East 
Forty-second Street, New York 17, N. Y. 





Position Open 











Accountant 


An old established manufacturer of metal 
products in North Jersey, now engaged in 
war production, but with peacetime prod- 
ucts, requires the services of a man, fully 
qualified by training and experience, to take 
complete charge of the general office. He 
must have executive ability and a knowledge 
of general and cost accounting. 

This is a splendid opportunity for a man 
interested in the future. Reply by mail, giv- 
ing complete education, training, experience 
and salary expected. Address Box Num- 
ber 457, “The Controller,’ One East Forty- 
second Street, New York 17, N. Y. 


Cost Head 

Large rapidly expanding manufacturer 
with unusual future prospects is looking for 
man with outstanding ability and experience 
in costs. Qualifications include: Age 35-45. 
University degree in Mechanical or Indus- 
trial Engineering; also thorough training in 
accounting. Must have heavy experience in 
cost accounting, particularly standard costs, 
and have carried with notable success, the 
full operating responsibility for product 
costs in manufacturing companies employing 
not less than 10,000 workers. New York- 
New England area. Salary open. Appli- 
cant must be able to earn a high salary. 
Give full information including age, expe- 
rience, education, past earnings and attach 
small photo. Address Box Number 458, 
“The Controller,” One East Forty-second 
Street, New York 17, N. Y. 





OBITUARY 











Edwin E. Salt 


Mr. Edwin E. Salt, retired comptroller 
and director of the Art Metal Works, Inc, 
of Newark, New Jersey, died in Glen Ridge, 
New Jersey, on September 14. He was 
seventy-two years old. Mr. Salt was born 
in England and came to the United States 
thirty-five years ago. 

He was elected to membership in The 1 
Controllers Institute of America in Septem- 
ber, 1935, and was holder of Membership 
Certificate Number 545. Mr. Salt was a 
past president of the National Association 0 
Cost Accountants. Surviving are his wife, 
Ida R. Salt; a son, Seaman Donald E. Sait, 
of the Navy; and a daughter, Mrs. Mabel Ten- 
nant, of Glen Ridge, New Jersey. Also surviv- 
ing are a stepmother, two brothers and a sister, 
all residing in England. 
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You can count on it... 


* SAVE 
TIME ! 











ig nett ON Ne 


This speedy, simple, compact Underwood week in thousands of stores, banks, and plants 
Sundstrand will add many valuable minutes not only transfers valuable man hours to 
to your employees’ days. other uses, but pays the modest cost of each 


: ‘ a ines ee P . 
With only 10 figure keys to reckon with, “one- Underwood Sundstrand many times over. 


handed touch operation” is quickly acquired Ask your local Underwood Elliott Fisher 
after a few minutes’ practice. representative to show you the advantages of 
This permits the operator to keep eyes and this practical time-saving adding-figuring 
the other hand busy on work sheets... without machine. 


wasting time picking and choosing from a mul- ; . Hes 
Underwood Sundstrand Electric Adding-Figuring 


Machines are available subject to War Production 
The total of precious minutes saved each Board authorization. 


tiplicity of keys. 


Save the Seconds and You Save the Day— 


Underwood Elliott Fisher Company Seley ca 


itati varded he producti 
One Park Avenue, New York 16, N. Y. J pan toma ae 


r . * for skill and craftsmanship o 
Makers of Underwooa Typewriters, Accounting Machines, Adding-Figuring Machines and Supplies the highest order... 
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MEETINGS OF CONTROLS 











BALTIMORE 
Topic: INDUSTRIAL RELATIONS 
For its first meeting of the 1944-45 sea- 
son, the Baltimore Control of The Institute 
had for its speaker Mr. Harry B. Darroch, 
Industrial and Public Relations Consultant, 
whose subject was “Industrial Relations in 
the Coming Era.’ The meeting took place 
September 13, in the Lord Baltimore Hotel. 


BIRMINGHAM 

DIRECTORS AND COMMITTEE CHAIR- 

MEN NAMED 

Completion of the organization of the Bir- 
mingham Control was effected recently. In ad- 
dition to President H. Gordon Calder, South- 
ern Natural Gas Company, Vice-President John 
Pugsley, Tennessee Coal, Iron and Railroad 
Company, and Secretary-Treasurer Raymond 
Beeny, The Alabama Gas Company, Mr. John 
Crawford of De Bardeleben Coal Corporation 
and Mr. J. B. Pollard of The Ingalls Iron 
Works Company were named directors of the 
Control, to serve with the three officers. 

Committee chairmen were also appointed for 
the 1944-45 term. They include Mr. John 
Pugsley, as Chairman of the Admissions Com- 
mittee and Mr. J. B. Pollard, as Chairman of 
the Program Committee. 


BOSTON 
Topic: CONTRACT TERMINATION 
Mr. Vincent C. Stanley, chairman of the 
Contract Termination Board, Boston Ord- 
nance District, assisted by Major Emory C. 
Mower, chief of the Legal Branch, and Mr. 
Theodore J. Hadge, executive assistant, In- 
dustrial Division, discussed the subject, 
“Present Day Contract Termination Poli- 
cies,” at the September 12 meeting of the 
Boston Control, held at the Engineers Club. 
The balance of the evening was devoted to 
an interesting ‘question and answer” period. 


CHATTANOOGA 
ROUND TABLE DISCUSSION 
The Chattanooga Control of The Institute 
devoted its first meeting of the new season, 
held September 11 in the Read House, to a 
round table discussion of programs sched- 
uled for the coming year. A social hour 
was enjoyed by those attending, prior to 
the serving of dinner. 


CHICAGO 
Topic: PRESENT DAY CONDITIONS 
Mr. Harold O. McLain, president of the 
Railways Ice Company, Chicago, analyzed 
present day conditions in an address entitled 
“The Blind Who Will Not See,” given be- 
fore the Chicago Control of The Institute, 
September 26, in the Union League Club. 


CINCINNATI 
Topic: CONTRACT TERMINATIONS 
“Contract Terminations” was the title of 
the address by Mr. Clark L. Simpson, Chief 
of the Audit Section, Army Service Forces, 
Cincinnati Ordnance Department, before the 
September 12 meeting of the Cincinnati Con- 
trol, held at the Netherland Plaza Hotel. 


CLEVELAND 
Topic: CONTRACT TERMINATION 
The Program Committee of the Cleveland 
Control arranged a “most interesting panel 
discussion on “Contract Termination” for 
its September 12 meeting, which was held 
in the Hotel Cleveland. Those participat- 
ing in the panel were Mr. H. P. Thornton 





of The White Motor Company, who acted 
as Chairman; Mr. John W. Dixon, The 
Cleveland Graphite Bronze Company; and 
Mr. Don F. Zehrung, National Screw & 
Manufacturing Company. 


DALLAS 

Topic: WAGE AND SALARY STABILI- 

ZATION 

At its first Fall meeting, the Dallas Con- 
trol of The Institute heard an address on 
“Wage and Salary Stabilization’ by Mr. 
W. G. Wiegel, who is personnel manager 
of the Lone Star Gas Company. The meet- 
ing took place September 21 in the Melrose 
Hotel. 


DAYTON 

Topic: WAGE AND SALARY STABILI- 

ZATION 

Mr. Willis Russell, of the National Cash 
Register Company, addressed the members 
of the Dayton Control at their first regular 
dinner meeting of the 1944-45 season, held 
in the Van Cleve Hotel on September 14. 
For his subject, Mr. Russell chose ‘Recent 
Decisions and Regulations of Wage and 
Salary Stabilization.” 


DETROIT 
Topic: POSTWAR PROBLEMS 
At its September 26 meeting, which took 
place in the Hotel Statler, The Detroit Control 
had for its speaker, Mr. Edward S. Fielder, 
Michigan State Manager, Committee for Eco- 
nomic Development. Mr. H. Lynn Pierson, 
president and treasurer of the Detroit Harvester 
Company, introduced Mr. Fielder, whose sub- 
ject was ‘‘After the War, What?” 


HOUSTON 
Topic: POSTWAR EMPLOYMENT 
Mr. K. R. Dailey, assistant industrial re- 
lations manager of the Humble Companies, 
gave an address entitled “Postwar Employ- 
ment Problems—-Returning Veterans,” at the 
September 26 meeting of the Houston Con- 
trol, at the Houston Club. 


INDIANAPOLIS 
Topic: POSTWAR FINANCING 
The Indianapolis Control of The Insti- 
tute, on September 27, heard Mr. Walter E. 
Hoadley, Jr., industrial economist in the Re- 
search and Statistical Department of the 
Federal Reserve Bank of Chicago, who spoke 
on ‘Financing for Postwar Expansion.” The 
meeting took place in the Hotel Lincoln. 


KANSAS CITY 
Topic: TRUSTS AND ESTATES 
Mr. Oliver J. Neibel, an attorney special- 
izing in wills, estates and trusts, was the 
speaker at the September 11 meeting of the 
Kansas City Control, held in the University 
Club. Mr. Neibel addressed the members of 
the Control on ‘Trusts and Estates and the 
Corporate Fiduciary.” 


LOS ANGELES 
Topic: POSTWAR FOREIGN TRADE 
At the meeting of the Los Angeles Con- 
trol on September 21, at the Hotel Clark, 
Dr. Clayton D. Carus, Professor of Foreign 
Trade at the University of Southern Califor- 
nia, discussed “Postwar Prospects for For- 
eign Trade.” Also on the program was 
Mr. Mahlon E. Arnett, vice-president of 
Bullock’s, Inc., who spoke on the ‘60 at 60” 
proposition on the November ballot. 





LOUISVILLE 
Topic: POSTWAR FINANCING 
Mr. Deroy Scott, vice-president of Lincoln 
Bank and Trust Company, addressed the mem- 
bers of the Louisville Control at their first 
meeting of the new season, on September 27, 
in The French Village. Mr. Scott chose for 
his subject, “Banks Look Ahead to Postwar 
Financing of Business.” 


MILWAUKEE 

Topic: EMPLOYMENT OF VETERANS 

Mr. J. I. Onarheim, manager of the Em- 
ployment Department, Industrial Relations 
Division, Allis-Chalmers Mfg. Company, 
spoke on “Regulations Covering Employ- 
ment of Veterans and Their Rights under the 
GI Bill,’ at the September 13 meeting of 
the Milwaukee Control, held in the Univer- 
sity Club. Mr. Onarheim is also serving on 
the Rehabilitation Committee of the Amer- 
ican Legion, Department of Wisconsin. 


NEW YORK 
Topic: RECONVERSION 
The members of the New York City Con- 
trol of The Institute, at their September 14 
meeting held in the Hotel New Yorker, had 
as guest speaker, Mr. William L. Batt, who 
gave an address on ‘Plans for Reconver- 
sion.” Mr. Batt is president of SKF Indus- 
tries, Inc. and vice-chairman of the War 
Production Board. 


PITTSBURGH 
Topic: EARLY CLOSING OF BOOKS 
Mr. A. L. Hutcheson, works auditor of 
the Jones & Laughlin Steel Corporation, ad- 
dressed the Pittsburgh Control, September 
19, on the subject “Early Closing of Books.” 
Serving as discussion leader, was Mr. J. 
Fred Woessner, assistant comptroller of 
Carnegie-Illinois Steel Corporation. Those 
attending the meeting, held at the Edge- 
wood Country Club, had the opportunity 
of a game of golf in the afternoon. 


QUAD-CITIES 
Topic: POSTWAR PLANNING 
The Quad-Cities Control of The Insti- 
tute planned a discussion of ‘‘Postwar Plan- 
ning as It Affects the Controller,” for its 
first meeting of the new season, which took 
place September 7 at the Blackhawk Hotel 
in Davenport, Iowa. Those leading the dis- 
cussion were: Messrs. Stuart B. Miller, 
French and Hecht, Inc., Davenport; Harry 
R. Lange, Ordnance Steel Foundry Com- 
pany, Battendorf; E. H. Ketelsen, Daven- 
port Bank and Trust Company; and John 
W. Vaughn, WHO Central Broadcasting 
Company, Davenport. 


SAN FRANCISCO 

Topic: UNEMPLOYMENT INSURANCE 

The San Francisco Control of The Insti- 
tute discussed the subject of unemployment 
insurance at its meeting on September 21, 
in the St. Francis Hotel. Mr. Bruce Flick 
of Pacific Portland Cement Company, opened 
the discussion with a review of the Unem- 
ployment, Insurance Act, regulations and new 
rulings. Also participating were Mr. C 
Gibson, The Paraffine Companies, Inc.; Mr. 
T. Gartrell, General Metals Corporation, 
Oakland; and Mr. Pat Merrick, Director of 
the. Social Security and Manpower Depatt- 
ment of the California State Chamber of 
Commerce. 
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MEMO: Order Now Your Copy of 


MONTGOMERY’S 
Federal Taxes on 


Indispensables in 


3 


Business and Industry 





ACCOUNTANTS’ 
HANDBOOK 


Edited by W. A. PATON, C.P.A.; 90 Contrib- 
uting and Consulting Editors 


VERY financial officer should have this famous 
Handbook of expert practice. For 20 years a stand- 
ard wherever accounts are used; this Third Edition 
reflects, over entire range of commercial and financial ac- 
counting, the latest accepted principles and procedure. 
Timed with the greatest call in history upon ac- 
counting. Nothing else like it. 26 big se2tions cover 
working methods, records and systems, internal check, 
executive controls, analytical methods, reports, Best 
opinion from all an- ; 
gles—law, finance, 
management. Helps 
develop and exercise 
skill that wins recog- 
nition, advancement. 
Saves time and effort 
in handling any sit- 
uation, everyday or 
emergency. 50-page 
index; 300 illustra- 
tions; 1505 pages; 


flexible $7 50 


binding. 


Cost ACCOUNTANTS’ 
HANDBOOK 


Edited by THEODORE LANG, C.P.A.; 
Board of 74 Contributing and Consulting Edi- 
tors Represent Cost Experience in Manufac- 
turing of Virtually Every Type. 








fund of technical information on the whole range 
of cost accounting in manufacturing, united and or- 
ganized for ready use. 

Never before has there been any Handbook like this. 
It answers your problems of better cost methods in any 
plant, of any size. You have at your fingertips the 
principles and techniques by which today’s cost ac- 
countant accomplishes his results; the far-reaching 
trends and developments in cost procedure. 

This new Cost Ac- 
countants’ Handbook 
gives you the working 
details of successful ap- 
plication. In its 25 sec- 
tions are basic plans of 
operation and practice 
of well managed com- 
panies; control prob- 
lems and their solution ; 
variations in technique 
for particular require- 
ments. 553 working 
forms, charts, etc. ; 148% 


vages ; flex- 
ible binding. ® ¢ 20 


| OR every man who works with costs—an unequaled 











Ready in October: 


PRODUCTION 
HANDBOOK 


Edited by L. P. ALFORD and JOHN R. 
BANGS; 90 Contributing and Consulting 
Editors. 


AXEWw Handbook packed with the production man- 
agement methods fundamental in the success of 
outstanding manufacturing concerns. It reflects both 
the new developments and the latest application of 
long-established principles of effective management. 
Never before has so much information about the 
working details of production procedures and tech- 
Niques been organized into such a Handbook, It 
gives the factory operating man of today or tomorrow 
the Handbook he wants on his special problems. Us- 
able by anyone in manufacturing to help achieve 
results in any industry, in any type or size of plant. 
Hundreds of working forms; 1700 pp. ; 
flexible binding. $7.50 








Corporations 1944-45 





ra RRR rnc a 





N one place for quick reference, this 1944-45 ; 

manual offers you a systematic, beginning-to- — 23d — 
end treatment of the structure and operation of Year of 
corporation tax. It brings you up to date on de- Publication 
tails of the application of the law in effect, just 
as you want this information for company use. 


Nothing else like it to fortify yourself 
against difficult questions you will have to 
answer. Its clear thinking and many-sided 
analysis help you conduct discussions, make 
recommendations, and lay tax plans with 
the greatest economy of time and effort. 

It helps you determine your company’s tax 
position and strategy, view alternative courses 
and consequences, double-check your conclu- 
sions against experience of a nationally known 
authority on taxes, with a staff of associates ex- 
ceptionally well qualified in tax practice. 


Packed with vital facts, down-to-earth advice, 
and valuable interpretations to give you leads 
on specific problems—such as requirements for 
claims under Section 722—principles to guide 
you culled from thousands of corporation tax 
cases, rulings, and decisions ; the overall picture 
to enable you to see corporate tax problems from 
every angle and arrive at the best treatment for $15.00 
particular situations. 





Two Volumes 


Ready This Fall 


ONTGOMERY’S FEDERAL §saastic as the thousands of other company 

TAXES ON CORPORATIONS - tax officers who have found its successive 
1944-45 tops off your practical experience issues the easiest, most practical way to 
in tax work, your technical training, your keep posted on the intricacies of corpora- 
available sources of tax information. If tion tax. Copies will be released this fall, 
you have never used the manual, make sure in ample time for your work on returns. 
you get it this year—you'll be as enthusi- Place your order now. 


a —— ae ae ee ee — - Examine for 5 Days; Use This Form — — — — -—- — — — 1 


THE RONALD PRESS COMPANY 
15 East 26th Street New York 10, N.Y. 


Please send me the books checked below: 





[] Federal Taxes on Corporations 1944-45, Montgomery (2 Volumes) $15.00 
() Accountants’ Handbook, Paton, Editor 7.50 
[] Cost Accountants’ Handbook, Lang, Editor 7.50 
[] Production Handbook, Alford, Bangs, Editors 7.50 


Within five days after I receive the books, I will send the price plus a few cents 
postage. Or, if not satisfied, I will return the books to you. (We pay postage if you 
remit with order; same return privilege.) 


PNSe (DICER AIMED a5 ais be oop a0 +, 5 470, 00 omen ais ae aan meee and aan 


CONN cis eRe ne aos aa nein age) POSHION RS isis ov ie tatond Seana 








1 hke 
_ MARCHANT 


Because I can set any and 








all amounts with just 
one style of keyboard- 
fingering! Just as in typ- 

m ing, my fingers 
find the keys 
without con- 


scious mental 





effort!’’ 





Because he t\ 


values its 


20 POINTS 
OF SUPERIORITY including 


AUTOMATIC SIMULTANEOUS 
MULTIPLICATION” 


Eliminates the customary delay! 
The answer is formed during... 
not after,..the time that the mul- 
tiplier is being entered! Seconds 
saved on every problem mean 
valuable time saved every day. 


.@..4 Deliveries according 


to W PB schedule. 








THIRTY— FOURTH YEAR 








Marchant Calculating Machine Company 
Home Office: Oakland 8, California, U.S. A. 


SALES AGENCIES AND MANUFACTURER'S 
, SERVICE STATIONS GIVE SERVICE EVERYWHERE 
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ACCOUNTANCY 
(Continued from page 440) 











to complain about regulations and laws after 
they are already upon us. It is possible that the 
proper information at the right time would 
have insured a more appropriate method or 
principle. This task indicates a real chal- 
lenge to controllers. All of these new regula- 
tions should be studied carefully by all parties 
concerned and through the proper organization 
discussed and disseminated in such a way as to 
arrive at the proper solution to the problem 
rather than to have it come upon business in 
more or less an insidious way with all the ele- 
ments of danger and surprise. 


A FAVORABLE PAST RECORD 


The past record of accountancy has been one 
of continuous improvement and advancement 
and I see no reason in the world why Control- 
lers and public accountants together cannot 
solve these very pressing problems. From time 
to time when cost systems have become inade- 
quate to serve the purpose of management, 
more satisfactory ones have been installed. 
When financial statements did not seem to re- 
veal sufficient information either for regulatory 
commissions or scrutiny of public opinion, dis- 
closure has been emphasized to the point that 
business transactions for the most part today are 
conducted in glass houses where the critical eyes 
of the public may ever exert influence and pass 
judgment upon the propriety of the transaction 
and the influence for the public good. This 
publicity has probably done more to influence 
business transactions and activities along the 
right line than even the regulatory commissions 
themselves. Complete disclosure is always a 
powerful influence for avoidance of improper 
things, but even this can become a dangerous 
weapon if it so exposes private thought and 
initiative as to leave no incentive whatever as 
to original thought and action. There again, 
one readily sees the importance of taking the 
good from disclosure and making it serve as a 
useful tool, but avoiding its use as a weapon to 
destroy initiative, industry and enthusiasm. 


THE CHALLENGE 


To come back to our airplane illustration, let 
us realize the powerful influence which ac- 
countancy has favorably wielded in the deter- 
mination of standards both for business man- 
agement and the public good, but let us not 
allow it to become a weapon of destruction and 
tear down the good things which have been built 
up in the crucible of experience. Let us rather 
make use of it to reveal facts and figures which 
are necessary to guide management and be 
brought in as a weapon only when necessary to 
confine operations within the limits dictated 
by good financial principles and by the public 
good, 


THE INSTITUTE 


Bearing in mind that this is also the Presi- 
dential ‘Swan Song,” I want to add just a few 
words about The Institute itself. It has been 
a privilege to serve as its President during the 
past year. I owe a great debt of gratitude to all 
local Control Officers and Directors, Members 
of both Local and National Committees, the 
National Board of Directors and Advisory 
Council, and to the Managing Director and his 
staff at headquarters for the splendid assistance 
and cooperation which I received during the 
year. This cooperation was all the more appre- 
ciated because it came at a time when all con- 






















































trollers are busier than they have ever beep 
before and could well have given excuses fo; 
not having had time to do Institute work. Ang 
I do not think it is done through charity; as a 
matter of fact, we would not have it on that 
basis. It has been a source of personal pleasure 
and satisfaction to each member, as well as q 
means of his getting better informed on syb. 
jects of day-to-day interest. It has been done 
because the participants have felt that The Ip. 
stitute has been of service to them and will con- 
tinue to be. There are exceptions, but it js 
rarely ever true that an organization is worthy 
of financial support by means of dues that isn’t 
at the same time worthy of support in thought 
and time, with increased benefit on the basis of 
service rendered. On the basis of service ren. 
dered to our members and to the companies 
they represent, our future depends. On the basis 
of participation of each member will depend 
in large measure the benefit he derives in sery- 
ice, friendship, and the like. 


Don’t BE DREAMERS ONLY 


We must not be dreamers only. We have 
tremendous opportunities ahead. Many prob- 
lems are confronting us, looking us squarely in 
the face. Psychologists tell us that most of us 
only utilize a very small amount of our ability 
and possibilities. Furthermore, we know that 
there is a natural resistance to change, a fear of 
accepting the responsibility of leadership, a 
fear of being criticized. Controllers are by na- 
ture conservative, and properly so, but let us 
not be satisfied with well enough if by just a 
little extra energy and a little additional ex- 
pense we can take advantage of our vision to 
lead The Institute to greater heights, and have 
it redound not only to the credit of The In- 
stitute, but be of outstanding service to our 
members. 

About our future I am very optimistic. Con- 
trollers have the necessary skill and ability to 
do great things. The necessary funds can be 
made available. The road is clear. We can 
set our Own tempo. 

To my associates and contemporaries, another 
measure of thanks; to my successors, good luck 
and more power to you. 





CONCEPT OF CONTROLLERSHIP 
(Continued from page 437) 











all component activities; the evolution 
of elementary controls to the most elab- 
orate methods dictating organizational 
divisions and affecting the essential ac- 
tivities of them. You can trace the neces- 
sary dominance of Controllership over 
all the activities of enterprise in the 
specific relationship of those activities 
to the use of assets. 

To all of this must be added the un- 
derlying philosophy that Controllership 
is dedicated to the advancement of those 
interests of mankind, of country, of pri- 
vate enterprise, and of itself, which find 
expression in a sound, balanced and 
stable economy. 

This completes my concept of Con- 
trollership as I understand its present 
stage of development. It is the continu- 
ing task of the Controllers Institute of 
American to keep alive, strong and 
clear, in the minds of controllers, their 
associates in management, and all ele- 
ments of our economy, a dynamic and 
progressive concept of Controllership. 
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YOUR COMPANY’S 


WHO shall be eligible? 

WHAT retirement benefits shall be provided? 

SHALL the plan include death benefits? 

SHALL employees contribute? How much? 

SHALL the plan be trusteed or insured? Or 
a combination plan of self-administration 
and insurance? 

WHAT will be the effects of the plan on 
your business? 

WHAT will it do for your employees? 

WHAT should be the cost? 

WILL the plan conform to tax regulations? 


Yous pension trust planning must 
answer these questions and many more 
... if it is to be effective. Furthermore, it 
must follow three basic principles: 

1. Provide sufficient retirement 
income. 

2. Make retirement so attractive 
that employees will want to 
retire. 

3. Make the program flexible 
enough to solve new problems 
as they arise. 


elirement 


Flan 


w 


Only then can your retirement plan 
really serve your company and its em- 
ployees. 

Obviously, reconciling all these fac- 
tors calls for experience. Marsh & 
McLennan’s Pension Department is par- 
ticularly well staffed with actuaries and 
men qualified to work on the solution 
of your problem. 

Because we represent only your inter- 
ests, you may be sure we shall recom- 
mend a program exactly suited to your 
needs ... a sound program that will 
succeed. 

Write to the nearest office listed below 
for ‘““The Retirement Program as a Part 
of Employer-Employee Relations.” It 
will answer many of the questions you 
may be asking now. Your inquiry will 
not obligate you in any way. 


MARSH « ME&LENNAN 


INCORPORATED 
ESTABLISHED IN 1871 


CHICAGO NEW YORK BOSTON 
INDIANAPOLIS SAN FRANCISCO DULUTH 
PHOENIX PITTSBURGH PORTLAND 
BUFFALO MINNEAPOLIS WASHINGTON 
MILWAUKEE COLUMBUS LOS ANGELES 
CLEVELAND SEATTLE ST. LOUIS 
LONDON DETROIT VANCOUVER 
MONTREAL 































PERSONAL NOTES 


Mr. Joseph N. Hamilton has been appointed 
controller of The McKay Company of York, 
Pennsylvania. A member of The Institute 
since December, 1941, Mr. Hamilton was for- 
merly with the Huber Manufacturing Com- 
pany of Marion, Ohio. 


A former vice-president and national di- 
rector of The Institute, and a member since 
1935, Mr. Earl D. Page is now serving as con- 
troller of The Colorado Fuel & Iron Corpora- 
tion of Denver, Colorado. Mr. Page is holder 
of Certificate Number 456. 


Mr. O. J. Engle, comptroller of the ord- 
nance division of Pullman-Standard Car Man- 
ufacturing Company, Chicago, was recently 
appointed director of termination for the 
company. Mr. Engle’s duties will consist of 
contract cancellation settlements, inventory 
controls and related matters. He will be as- 
sisted by a special consulting committee of 
company officials, which includes Mr. H. M. 
Dudley, vice-president and comptroller. 


Mr. Leroy V. Porter has been elected vice- 
president for accounting of the New York 
Central System. Mr. Porter, who formerly 
served as vice-president and comptroller, has 
been a member of The Controllers Institute of 
America since June, 1932. 





MEETINGS OF CONTROLS 











SPRINGFIELD 
Topic: CONTRACT TERMINATION 
The meeting of the Springfield Control 
on September 27, at the Sheraton Hotel, 
was largely devoted to a round-table discus- 
sion of Contract Termination problems, pre- 
ceded by statements from Mr. W. S. Hendry 
and Mr. George Benoit, assistant treasurer 
and cost accountant, respectively, of the Gil- 
bert & Barker Manufacturing Company. 


ST. LOUIS 
Topic: POSTWAR EMPLOYMENT 
Mr. Herbert M. Ramel, vice-president of 
Ramsey Accessories Manufacturing Corpora- 
tion, addressed the members of the St. Louis 
Control, at their September 26 meeting, on the 
subject “Postwar Employment Problems as Re- 
lated to Controllers’ Organizations.’’ The meet- 
ing took place in the Hotel Statler. 
SYRACUSE 
Topic: CORPORATION INSURANCE 
“Corporation Insurance’ was the subject 
of the address by Mr. Clarence H. Twichell 
of the Twichell Agency, before the Septem- 
ber 19 dinner meeting of the Syracuse Con- 
trol, held at the Industrial Club. Mr. Twi- 
chell is a well-known specialist in corpora- 
tion insurance. 


TOLEDO 
CURRENT TOPICS DISCUSSED 
Members of the Toledo Control of The 
Institute discussed current topics at their 
meeting of September 14, which took place 
in the Hotel Secor. In the absence of the 
Control’s president, Mr. E. J. Komarek, Mr. 
William F. Webb of Textileather Corpora- 
tion, vice-president of the Control, presided. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of 
Directors held July 28, 1944, the applicant 
named below was elected to active membership 
in The Institute: 
M. D. WELLS 

Carnegie-Illinois 

burgh. 


Steel Corporation, Pitts- 


At a meeting of the National Board of Di- 
rectors held August 25, 1944, the applicants 
named below were elected to active member- 
ship in The Institute: 


GEORGE E. BAKER 
American Stove Company, St. Louis 
C. HAROLD BLOMGREN 
Isaacson Iron Works, Seattle, Washington. 
FRED J. BLUM 
Midwest Piping & Supply Company, Inc., 
St. Louis 
WALTER A. BOWERS 
Lawrence Aeronautical 
den, New Jersey. 
JAMES E. BRowNn 
The Cooper-Bessemer Corporation, Mount 
Vernon, Ohio. 
FRANK H. COWGILL 
Helms Bakeries, Los Angeles. 
JOsEPH A. DESROCHERS 
The National Breweries Limited, Montreal, 
Canada 


Corporation, Lin- 





Election of the 29 new 
members named on this 
page brings The Insti- 
tute’s total membership 


to 
2,456 











TWIN CITIES 
* Topic: POSTWAR TAXES 
The first meeting of the 1944-45 season 
for the Twin Cities Control was held in the 
St. Paul Athletic Club, September 5. Those 
attending heard Mr. John L. Connolly, sec- 
retary and general counsel of the Minnesota 
Mining and Manufacturing Company, who 
had for his subject ‘The Twin Cities’ Plan 

for Postwar Taxes.” 


WESTERN MICHIGAN 

Topic: PROBLEMS OF MANAGEMENT 

“Internal Problems of Management’’ was the 
title of the paper presented by Mr. S. R. Berkey, 
resident partner of Laurence Scudder & Com- 
pany, before the Western Michigan Control, on 
September 27. Held in the Peninsular Club, 
Grand Rapids, this was the first meeting of the 
1944-45 season for the Control. 





H. CHARLES KWASHA 
Consulting Actuary 


Employee “Pension “Plans 
50 Broad St. New York 4, N. Y. 








CHARLES H.: DONALDSON 
Square D Company, Los Angeles. 
WILLIAM H. GaARBADE a 
Shell Oit Company, Incorporated, New York 
City. 4 
EDWARD J. GESSNER 4 
Sperry Gyroscope Company, Inc., Brooklyn, | 
N. Y. 4 
CLARENCE C. HERRMANN ‘ 
Southwestern Gas and Electric Company, 7 
Shreveport, Louisiana. _ 
JOHN McFarRLAND 
Sun Oil Company, Philadelphia. 
A. G. McLEAN 
J. W. Clise & Company, Seattle, Washing- 
ton, 
B. B. PATTERSON 
Baker Furniture, Inc., Holland, Michigan. 
PAUL L. PEASE 
Walt Disney Productions, Burbank, Cali- 
fornia. 
RALPH D. POMEROY 
Utah Fuel Company, Salt Lake City, Utah. 
T. A. PURCELL 
Nathan Manufacturing Company, Inc., New 
York City. 
G. A. ROTHRAUFF 
The Huber Manufacturing Company, Ma- 
rion, Ohio. 
WALTER A. ROWE 
The Delta Shipbuilding Company, Inc, ~ 
New Orleans, Louisiana. 
Louis J. SCHUSTER 
Chase Brass & Copper 
Waterbury, Connecticut. 
WILLIAM C. THOMPSON 
Terminal Warehouses 
Canada. 


Company, Inc. 


Limited, Toronto, 


At a meeting of the National Executive 
Committee held August 31, 1944, the ap- 
plicants named below were elected to active 
membership in The Institute: 

CHARLES A. BOGERT 
Corn Products Refining Company, New 
York City. 

HERMAN FARBER 
Lawyers Mortgage Corporation, New York 
City. 

AusTIN E, GANLY 
The Pantasote Leather Company, Passaic, 
New Jersey. 

WILLIAM A. JACKSON { 
Standard Oil Company (New Jersey), New | 
York City. 4 

EpwINn J. Lewis 
Central Savings Bank, New York City. 

CLARENCE E. STENDER cS 
Pressed Steel Tank Company, West Allis, 
Wisconsin, 

Harry E. SuTTON 
The Phosphate Mining Company, 
York City. 


APPRAISALS 


Made by qualified experts in all lines | — 
STANDARD APPRAISAL COMPANY 4 


6 CHURCH ST. ATLANTA 


NEW YORK — Smrnarr 


New j 





BOSTON 
PHILADELPHIA 
PITTSBURGH 

















